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SUPPLEMENTAL AIR SERVICE 


THURSDAY, APRIL 4, 1957 


Untrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D. C. 
The subcommittee met, at 11:40 a. m., in room F-39, United States 
Capitol, the Honorable A. S, Mike Monroney presiding. 
resident: Senators Monroney (chairman of the subcommittee) and 
Schoeppel. 
Senator Monroney. We are glad to have you, Mr. Newmann. You 
may proceed in your own way. 


STATEMENT OF ROSS I. NEWMANN, CHIEF OF THE INTERNATIONAL 
AND RULES DIVISION OF THE CIVIL AERONAUTICS BOARD, AC- 
COMPANIED BY JOHN DREGGE, BUREAU OF AIR OPERATIONS, 
CIVIL AERONAUTICS BOARD 


Mr. Newmann. Mr. Chairman and members of the committee, my 
name is Ross I. Newmann, and I am Chief of the International and 
Rules Division of the Civil Aeronautics Board. The Board appre- 
ciates the opportunity of presenting to the committee testimony in 
support of legislation * proposed by the Board which would authorize 
the Civil Aeronautics Board to issue certificates of public convenience 
and necessity containing limitations on the type and extent of service 
authorized. 

I might say at the outset that the Board does not propose to limit 
the terms of certificates of public convenience and necessity which are 
now outstanding and which in effect guarantee a certain freedom of 
action to the certificated carriers with respect to schedules, equipment, 
accommodations, and facilities. These certificates are governed by the 
fourth sentence of section 401 (f) of the Civil Aeronautics Act of 1938, 
which provides that— 

No term, condition, or limitation of a certificate shall restrict the right of an 
air carrier to add to or change schedules, equipment, accommodations, and facili- . 
ties for performing the authorized transportation and service as the development 
of the business and the demands of the public shall require. 

The Board proposes no change or modification of this provision as 
it applies to certificates hereinbefore granted. However, this provi- 
sion has had the effect of casting doubt on the extent to which the Board 


1S. 1977, relating to supplemental air service, was introduced by Chairman Magnuson 
on May 2, 1957. 


Nore.—Staff members assigned to this hearing: Harold I. Baynton and John W. Black. 
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may issue certificates of public convenience and necessity which would 
authorize a limited or supplemental type of service. 

Of course, at the time the Civil Aeronautics Act was passed in 
1938, there was no occasion for limited or supplemental service cer- 
tificates, as all efforts were being bent toward establishing and foster- 
ing a sound and nationwide air transportation system and section 
401 (f) was drafted with that as the primary objective. However, 
the need for limited or supplemental types of service has recently 
become apparent and the proposed draft 1s designed to meet that need. 

Without some clarification section 401 (f) may result in preventing 
the Board from issuing limited-service certificates to carriers which 
request authority to perform air-carrier operations on a limited scale. 
The purpose of the proposed legislation is to make it clear that a 
carrier, if it chooses, may request something less than a full certificate 
and that the Board would have the authority to grant a certificate 
which shall be less than a full certificate and which will expressly 
authorize the Board to specify the type of service to be rendered and 
make suitable provision that the service rendered shall not exceed the 
authorization. 

In accordance with this purpose the draft bill submitted by the 
Board would leave undisturbed the present certification provisions, 
but would provide for the establishment of limited-service air carriers. 
Each limited-service air carrier would be so designated in the original 
certificate issued to it. To accomplish this, the first section of the 
draft bill provides a definition of “limited-service air carrier” to be 
added to the definitions in section 1 of the Civil Aeronautics Act as 
follows: 

(32) “Limited-service air carrier” means an air carrier holding a certificate 
of public convenience and necessity wherein the holder is designated as such, 
which designation was included therein on the original issuance of the certificate. 

The second section of the draft bill adds the following provision 
to section 401 (f) : 

Provided, That the Board shall, in issuing any certificate to a limited-service 
air carrier, include in such certificate such terms, conditions, and limitations 
as are necessary to define the type and extent of the limited service authorized 
by such certificate, and to assure that the service offered thereunder does not 
exceed the authorization. 

The enactment of this legislation would make it clear beyond any 
doubt that the Board could, through the issuance of a limited-service 
certificate, authorize a carrier to operate a specific type of service. 
More important, the Board believes that this type of legislation would 
encourage the development of new and improved types of special 
service. At the present time, prospective applicants for such types 
. of service are confronted with the burden of meeting the requirements 
for full certification in spite of the fact that they may wish to engage 
only in a specialized type of operation. 

The Board recommends the proposed legislation for the committee’s 
favorable consideration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of the foregoing statement. 

Senator Monronry. Thank you very much for your statement. 

Is there anyone else here for the CAB to further testify on this? 

Mr. NewMann. No, sir. 
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Senator Monroney. You are the only witness from the CAB? 

Mr. NewMANN. Yes, sir. 

Senator Monroney. I don’t believe we have received a draft of the 
bill defining these. ‘There are only two changes as presented here? 

Mr. NewMann. Yes, sir. I have the proposed draft right here, Mr. 
Chairman. 

(The draft legislation is as follows :) 


A BILL To amend the Civil Aeronautics Act of 1938, as amended, to authorize the Civil 
Aeronautics Board to include in certificates of public convenience and necessity limita- 
tions on the type and extent of service authorized, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 1 of the Civil Aeronautics Act of 

1938, as amended, be amended by renumbering the last two paragraphs thereof as 

(33) and (34), respectively, and by inserting before the renumbered paragraph 

(33) a new paragraph reading as follows: 

“(32) ‘Limited-service air carrier’ means an air carrier holding a certificate 
of public convenience and necessity wherein the holder is designated as such, 
which designation was included therein on the original issuance of the certificate.” 

Sec. 2. Subsection (f) of section 401 of the Civil Aeronautics Act of 1938, as 
amended, is hereby amended by striking the period at the end of the fourth 
sentence thereof, inserting a semicolon in lieu thereof, and adding the following 
proviso: 

“Provided, That the Board shall, in issuing any certificate to a limited-service 
air carrier, include in such certificate such terms, conditions, and limitations as 
are necessary to define the type and extent of the limited service authorized by 
such certificate, and to assure that the service offered thereunder does not exceed 
the authorization.” 


STATEMENT OF PURPOSE AND NEED FOR PROPOSED LEGISLATION 


The fourth sentence of section 401 (f) of the Civil Aeronautics Act of 
1938 provides that “No term, condition, or limitation of a certificate shall restrict 
the right of an air carrier to add to or change schedules, equipment, accommo- 
dations, and facilities for performing the authorized transportation and service 
as the development of the business and the demands of the public shall require.” 

Under this provision it is not entirely clear as to the extent to which the Board 
may impose on certificates of public convenience and necessity effective limita- 
tions or restrictions with respect to schedules, equipment, accommodations, or 
facilities. Without some clarification this provision may result in preventing 
the Board from issuing certificates to carriers which request authority to perform 
air-carrier operations on a limited scale. The purpose of the proposed legislation 
is to make it clear that a carrier may request and be authorized to perform 
limited services. 

Senator Monroney. It seems to me that, under the nomenclature 
of “limited service air carrier,” you will open up several limited classi- 
fications that have never been in existence before. That is, an all- 
coach carrier could be given this certification, could it not? 

Mr. Newman. That is correct, sir. 

Senator Monroney. You could certify a seasonal carrier, could you 
not, for eae during part of the year in areas where travel volume 
becomes heavy at certain times of the year? 

Mr. Newman. That is correct, sir, although the Board has, in the 
past, issued seasonal certificates to some of the carriers, some of the 
certificated carriers, and we feel that, perhaps, we do have that power 
now. 

Senator Monroney. I didn’t know about that. 

_Mr. Newman. For example, Piedmont Airlines, a local-service car- 
rier operating in the southeastern portion of the United States, in 
the Piedmont area, has a seasonal authorization to serve certain beach 
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oints during certain times of the year. And, as I recall, I think 
Western Airlines serves West Yellowstone on a seasonal basis. So, 
we have done that in the past. 

Senator Monroney. But what they have done in the past has been 
to give seasonal service to vacation areas not otherwise having air 
service; is that not correct? I think what Senator Smathers sug- 
gested, in bringing about consideration of this, is that, during the 
extremely heavy traffic load periods, other airlines might be given the 
right to fly on a seasonal basis into these high-traffic-density points to 
relieve congestion and to spread the load around a little bit. 

Mr. Newmann. That is correct, Mr. Chairman. Under the pro- 
visions of the proposed bill, the Board would clearly have the au- 
thority to issue such a type of certificate. 

Senator Monroney. Would these certificates be issued with proper 
respect for the right of airlines already serving those points to pro- 
test and be heard by the Board ¢ 

Mr. Newmann. Absolutely. The Board would contemplate all of 
the statutory provisions of the Administrative Procedure Act and 
section 401 of the Civil Aeronautics Act, so that the determination 
by the Board would be made after notice of hearing and after the 
parties had a full opportunity to present their comments in an evi- 
dentiary hearing. 

Senator Monronry. The chairman had a very strong blast from 
Eddie Rickenbacker, the president of Eastern, regarding this. He 
said there were a great many vacant seats, and had been all season, 
flying into Florida, and he wanted the privilege of being heard, per- 
asalty, before anything is done on granting the right to give part- 
time or seasonal certification. 

Mr. Newmann. I would like to point out, Mr. Chairman, that any 
limited certificate that would be issued under this proposed legis- 
lation would be issued only after notice of hearing and after all of 
the parties interested had full opportunity to present their case. 

Senator ScHorrret. On page 4 you say “may wish to engage only 
in specialized type of operation.” What do you envision there ? 

Mr. Newmann. Senator Schoeppel, we envision, basically, the cov- 
erage of this proposed legislation to be a limitation on frequency, 
as the chairman has pointed out, permision for a coach-type service 
at lower fares, perhaps a provision that would involve seating density. 
I think, essentially, those are the three main objectives to be accom- 
plished by this legislation. 

Senator Scuorrre.. I can well envision the scheduled, certificated 
airlines, who operate under schedules that have been approved, which 
they are bound under the laws and under your procedures to follow, 
feeling that, if the Board would say, “We will give other carriers an 
opportunity to fly from one density point to another with a specialized 
service just for coach service,” those carriers would then skim that 
cream off there, and it would be a tremendous handicap to the sched- 
uled airlines who are bound to maintain and keep their schedules if 
they did not have the same right to do it. 

Mr. Newmann. I think you raise a very important point, Senator. 
I would say that the Board would be completely cognizant of that 
in deciding whether or not a limited type of certificate should be 
issued, if this legislation is adopted. The Board would certainly 
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be bound by the facts of record to determine whether the public con- 
venience and necessity can really show a need for such service. 

Senator Scuorrret. That is the point I am getting at. This does 
not and would not represent a departure from the requirement of 
a public-convenience-and-necessity showing / 

Mr. Newmann. Absolutely not, sir. 

Senator Monroney. Would not this be a fact? That, in the high- 
density-traflic areas, there is practically always an overbooking and 
overdemand for coach-type service. 1 doubt if there is any high- 
density traffic point such as Florida or California with New York 
where you do not usually have a heavy backlog of unfilled seats. 

Mr. Newmann. Assuming that we have a route that has a fairly 
heavy density on it, and let us assume there were three carriers pres- 
ently certificated on that route, and that there were a need for addi- 
tional service, at the present time, under the present law, if the Board 
did not have the power to grant a limited type of certificate, the Board 
could authorize only additional service of an unlimited nature. If 
this proposal were adopted, the Board would then be in a position 
where it could authorize something less than a whole, entire certifi- 
cate. There may not, perhaps, be a need for an unlimited amount of 
service over that route, but maybe for a limited or supplemental type 
of service. And that is what this legislation annie os designed to 
get at; to permit the Board to issue something in a limited type of 
certificate. 

Senator Monroney. And this would apply then not by deduction, 
but as a result of Board determination as to the need for separation of 
specialized services, such as air-coach service or seasonal operations, 
into high-density-traffic areas where other airlines are now certifi- 
cated to serve ? 

Mr. NewMann. Yes, sir. 

Senator Monroney. And the Board recommends the passage of 
legislation of this type ? 

Mr. NewMann. Yes, sir; the Board does. 

Senator ScHorpret. I have one other question. With reference to 
that specialized type of service, do you envision—I know you can’t 
judge it now, ened upon hearings—would you envision limiting the 
number of runs or flights ? 

Mr. NewMann. Yes, sir; very definitely. 

Senator Scuorrre. If you didn’t, then you could see it would mani- 
festly be unfair and it would gut a legitimate operation ? 

Mr. Newmann. I think you have struck at the crux of this entire 
bill, Senator Schoeppel. The Board very clearly envisions a limited 
type of operation, both as to the points involved and as to the number 
of schedules that would be involved. And the only way that could 
be determined as to the precise number, as I pointed out, would be 
based upon the evidence of factual material tebe presented in a pro- 
ceeding under our statute. 

Senator Scuorrret. Naturally, I could see where a scheduled air- 
line, if it knew an application was coming in, but it persisted in not 
furnishing, under its certificate, proper plane schedules, proper capaci- 
ties, ships in service, and persistently did it, the public would suffer. 
But, if the certificated airlmes could be given the right to put on addi- 

32150—58——2 
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tional service, if they applied for it, it would seem to me that they 
should be given that safeguard because they maintain schedules and 
serve intermediate stops in their scheduled operations. If you give 
someone else the right to skim off that cream indiscriminately, they 
would whip you to death. 

Mr. NewMann. Senator Schoeppel, the certificated carriers today 
have the right to operate an unlimited number of schedules under the 
act. 

This legislation, as I pointed out in my testimony, will not change in 
any detail the existing right of the certificated carriers. They can con- 
tinue to operate as many schedules as they see fit over the route, pro- 
viding they are furnishing adequacy of service. We would hold a pro- 
ceeding under section 401 to determine whether an application that 
might be filed for a limited type of certificate should be granted. The 
Board would hold a hearing, and if the evidence showed that there 
was a need for additional service on a limited scale, the Board then 
would be able to issue a limited certificate. 

If the evidence showed there was no need for additional service, 
that the service presently being provided was adequate, the Board pre- 
sumably would come out with a finding that the request for a limited- 
service certificate should not be granted. 

Senator Scuorrren. The main point that we are clearing up here is 
that there is no desire under this type of legislation, if approved and 
passed, to alter or change the certificated carriers’ position and rights 
existing under the act ? 

Mr. Newmann. Absolutely; no desire at all. 

Senator Monroney. Those proposed certificates, which are less than 
first class, I think you say they are not all-comprehensive, could be lim- 
ited not only as to class of service and frequency and season but also 
could be limited as to duration, could they not? You might be fran- 
chised for 6 months to operate a certain route, and then it would be a 
temporary matter, and then it would expire? 

Mr. NewMann. Yes, sir. The Board would have the opportunity to 
designate the length of the certificate as it sees fit. 

Senator Monronry. Would it provide any new rules for original 
entry into the airline business? The nonskeds that were flying and 
fought so hard to maintain their regular route schedules on a sched- 
uled-nonscheduled basis, I guess you would say, were seeking this type 
of a certificate at one time, asking that they be allowed to fly only 
coach service. If now they were found to be willing and able to fly 
such a service, would the Board have the right to certify them with a 
selective certificate ? 

Mr. Newmann. Yes, sir. There is no limit on who may file such 
——. 

enator Monroney. It would be open to anyone, and it would be 
the Board that would find whether they were able and competent to 
operate the schedules and service that they requested ? 

Mr. Newmann. That is correct, sir. 

Senator Monroner. Senator Schoeppel? 

Senator Scnorrret. No further questions. 

Senator Monroney. Mr. Baynton? 

Mr. Baynron. Does the Board have any statistics on empty seats 
on some of these main routes ? 
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Mr. Newmann. Mr. Dregge is here from the Bureau of Air Opera- 
tions. I think he can answer that. 

Mr. Dreece. I don’t have the figures for empty seats on that basis. 
However, for the month of January 1957 I have the load factors for 
first-class and coach service which would give you a comparative figure 
there, if that would be of interest. 

Senator Monronry. Could we have those for the New York-Los 
Angeles run and New York-Miami ? 

Mr. Dreceor. Yes, sir. I am afraid there again I do not have it for 
specific routes. It is an overall industry figure. 

Senator Monroney. For the percentage of seats in each class? 

Mr. Drecer. For the load factor that they operate. 

Senator Monroney. Industrywide? 

Mr. Dreaoe. Industrywide. 

Senator Monroney. I would be interested in having those read 
to us. 

Mr. Dreace. For the month of January 1957 the revenue passenger 
load factor for the entire industry is 59.7 percent. For first class it 
was 58.7 percent. Coach service was 61.2 percent. For-the domestic 
trunk operations—— 

Senator Monronry. Does that include feeder service ? 

Mr. Drecee. Yes, sir; that is the whole industry. For domestic 
trunk operations the total load factor was 60.5 percent. First class, 
60 percent. Coach, 61.4 percent. 

For Big Four carriers—which would be American, Eastern, TWA, 
and United—the total was 61.6 percent; first class, 61.2 percent; and 
coach, 62.3 percent. 

Senator Monronry. They stay close together on all categories, in- 
cluding feeders, all trunks, and your Big Four. Only about 1 percent 
difference. 

Mr. Dreacr. That is interesting. 

Senator Monroney. There is not much difference between coach 
and first class. 

Mr. Dreaee. Of course, you have to realize that the trunks are the 
only ones that are operating a coach service today, with the exception 
of one local service airline, Southwest, which is operating a coach 
service on certain of its routes. 

Senator Monronry. Senator Schoeppel ? 

Senator Scuorrret. No further questions. 

Senator Monroney. Thank you very much, Mr. Newman, for ap- 
pearing before us with regard to this bill. 

Mr. Coates Lear, of Overseas National Airways, will be our next 
witness. 


STATEMENT OF COATES LEAR, REPRESENTING OVERSEAS 
NATIONAL AIRWAYS, INC. 


Mr. Lear. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Coates 
Lear. I am a lawyer with offices in the Cafritz Building, Washing- 
ton, D. C. I represent Overseas National Airways, Inc., a supple- 
ental air carrier operating pursuant to the Civil Aeronautics Act of 
1938, as amended. Iam also vice president of this company. 
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Overseas National Airways and its predecessor companies have been 
continuously engaged in civil aviation since 1946. During the period 
July 1, 1950, to May 4, 1954, the company operated 4 to 5 DC-4 air- 
craft as one of the prime contractors for the Air Force on the so-called 
Korean airlift. Throughout this entire operation Overseas was con- 
sistently ranked by the Air Force as one of the most efficient contrac- 
tors, and the company was also the lowest-cost operator for the Gov- 
ernent by a very substantial margin. In connection with the Korean 
airlift operation, flights were conducted between the west coast of the 
United States and various points in the Far East, transporting high 
priority military cargo and personnel. The aircraft which Overseas 
operates are readily convertible from passenger to cargo configurations 
so that many of the outbound flights which transported cargo were, 
on the return flights, used for the transportation i anuded military 
personnel, including litter cases. 

During the year following the termination of the Korean airlift it 
was necessary for Overseas to drastically curtail its operations because 
of the lack of commercial or military business. In the spring of 1955, 
however, the company began to expand its operations by the purchase 
of DC-4 aircraft. At the present time the company operates 3 such 
aircraft and has 68 employees, of which number 44 are flight person- 
nel and 24 are ground and administrative personnel. 

Last year the company placed orders with Douglas Aircraft Co. 
for five new DC-6A aircraft. These planes, which cost in the neigh- 
borhood of $1,650,000 each, are scheduled for delivery beginning in 
March of 1958. 

The following data are submitted to indicate the extent of the opera- 
tions of the company during the period July 1, 1950, to December 
31,1956: 


aan Of enews Opernted.—.. nk nee 16, 354, 114 
Number of passenger-miles operated__.__.__-._-_-_-------------- 258, 801, 878 
Total number of passengers transported___....__._-.-._-__-_--- 55, 167 
Number of cargo ton-miles operated_._._.._--.______-.--____-____- 55, 405, 414 
Zoe) gross transportation revenuce............-.........- +55. $21, 188, 087 


I am appearing before your committee today in support of legisla- 
tive recommendation No. 2 contained in the Annual Report of the Civil 
Aeronautics Board to the Congress for 1956. Appropriate legislation 
to implement recommendation No. 2 would remove all doubt regardin 
the authority of the Civil Aeronautics Board to grant certificates o 
public convenience and necessity authorizing limited or supplmental 
service by air carriers, including Overseas National Airways. 

The legal problem regarding the issuance of certificates of public 
convenience and necessity for supplemental service arises by virtue of 
the fact that section 401 (f) of the Civil Aeronautics Act provides 
that— 

No term, condition, or limitation of a certificate shall restrict the right of an 
air carrier to add to or change schedules, equipment, accommodations, and 
facilities for performing the authorized transportation and service as the develop- 
ment of the business and the demands of the public shall require. 

During the past several years the Civil Aeronautics Board has been 
conducting a proceeding known as the Irregular Air Carrier Investi- 
gation, Docket No. 5132 et al., the purpose of which is to determine 
what place, if any, the irregular air carriers—now known as supple- 
mental air carriers—shall have in the field of civil aviation. In their 
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initial decision in the case, the CAB examiners took the position that 
the proviso contained in section 401 (f), quoted above, prevents the 
Board from issuing certificates of public convenience and necessity 
which would authorize, among other things, a limited number of 
flights per month between each pair of ered to be served by the 
supplemental carriers. On the other hand, the supplemental air car- 
riers—and the Bureau of Air Operations of the Civil Aeronautics 
Board—have taken the position that the Board has the power to issue 
certificates of public convenience and necessity to supplemental car- 
riers since the type of service authorized to these carriers does not con- 
template the operation of schedules as that word is used in section 401 
(f) of the act. In other words, the supplemental carriers argue that 
inasmuch as the Civil Aeronautics Board has authority pursuant to 
section 401 (f) of the act to specify the service to be rendered, a limita- 
tion upon the number of flights to be operated merely specifies the type 
of service to be rendered—namely, supplemental service—and it is, 
therefore, within the power of the Board to issue certificates of public 
convenience and necessity for this type of operation. 

In addition, there is disagreement as to whether supplemental serv- 
ices can be authorized by certificates of public convenience and neces- 
sity in view of the fact that section 401 (f) of the act also provides 
that— 


Each certificate issued under this section shall specify the terminal points and 
intermediate points, if any, between which the air carrier is authorized to en- 
gage in air transportation and the services to be rendered * * * 

The CAB examiners have construed this proviso to mean that air 
transportation not defined with respect to specific terminal or interme- 
diate points cannot be authorized by means of a certificate of public 
convenience and necessity. On the other hand, the Bureau of Air 
Operations and the supplemental carriers argue that if no terminal or 
intermediate points are named in the certificate, then the Board must 
merely specify the type of service to be rendered. If the latter inter- 

retation is placed upon section 401 (f), then it seems clear that the 

3oard could authorize supplemental air transportation by certificates 
of public convenience hd necessity, even though such certificates 
might not specify any definite terminal or intermediate points. 

In its decision in the Large Irregular Air Carrier Investigation, 
Docket 5132, dated November 15, 1955, the Board did not pass upon the 
question of whether it has legal power to issue certificates of public con- 
venience and necessity for supplemental service. Instead, the Board 
authorized a number of air carriers to engage in supplemental air 
transportation—principally unlimited charter operations plus 10 
flights per month between each pair of domestic points on an individ- 
ually ticketed basis—by issuing them exemption orders pursuant to 
section 416 (b) (1) of the act. This opinion of the Board was ap- 
os to the United States Court of Appeals of the District of Colum- 
via by the large certificated airlines which had opposed the granting 
of any operating authority to the supplemental carriers by the Civil 
Aeronautics Board. In its opinion, dated July 19, 1956, the Court of 
Appeals held—American. Airlines, Inc., et al. vy. Civil Acronauties 
Board et al, (235 F. 2d 845)—that the Board had not made sufficient 
findings of fact to justify the issuance of exemption orders to the sup- 
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lemental air carriers and, therefore, reversed the decision of the 
oard. 

The court did hold that the Board has legal power under section 
416 to issue exemption orders to these supplemental carriers. It 
merely held that the Board had not made suflicient findings of fact to 
justify the issuance of the exemption orders in that particular case, 
although, I might add, the record as certified to the court of appeals 
was something in excess of 5,000 pages. 

Senator Monroney. Did the court have before it, in this voluminous 
record testimony by American, evidence taken by the Board for the 
need for additional service that was being granted to the supple- 
mental carriers ¢ 

Mr. Lexar. Yes, sir. The court did, as a technical matter, have be- 
fore it the entire record. However, the case was severed and the court 
decided merely the legal issues involved, namely, whether, as a mat- 
ter of law, the Board had made sufficient findings of fact to justify the 
issuance of exemption orders. So I don’t think the court considered 
the merits of the case at all. 

The judgment of the court of appeals has been stayed by stipulation 
of the parties until the Board renders its final decision in the Irregular 
Air Carrier Investigation, Docket 5132 et al. This decision, which 
will finally determine the operating rights, if any, of the supplemental 
air carriers, is expected to be handed down within the next several 
months. 

In its opinion dated November 15, 1955, the Board found that the 
granting of limited operating authority to the supplemental air car- 
riers is in the public interest and in the interest of national defense. 
Unless the Board’s right to issue certificates of public convenience and 
necessity pursuant to section 401 (f) of the act is clarified, however, 
the Board may possibly refuse to issue such certificates and, at the 
same time, may fail to make additional findings of fact sufficient to 
justify the issuance of exemption orders to the supplemental air car- 
riers. Thus, in the present posture of the case, there is grave danger 
that the supplemental air carriers may be deprived of all authority 
to engage in air transportation as a result of a legal technicality. Ac- 
cordingly, it is respectfully submitted that recommendation No. 2 
should be implemented by appropriate legislation in order to remove 
all doubts as to the authority of the Civil Aeronautics Board to issue 
certificates of public convenience and necessity for supplemental air 
transportation. 

Senator Monroney. In other words, by the passage of legislation 
you wouldn’t run into the court decisions such as you did in this cur- 
rent case—that the Board had not had sufficient evidence before it as 
to the need for supplemental service ? 

Mr. Lear. That's right, Mr. Chairman. 

In that connection, I would also like to point out that with the law 
the way it is now, if the Board should issue certificates to these sup- 
plemental carriers in the irregular air-carrier investigation, then I 
think the chances are—I think it is practically a foregone conclusion— 
that we will again be back in court with more years of litigation and 
more expense. 

This has been an enormously expensive case for these small carriers. 

Senator Monronry. They would be in court on what would amount 
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to a granting of a permit to fly, wouldn’t they? Under certain condi- 
tions, between two points on the route? 

Mr. Lear. Yes,sir,I thinkso. Let me put it this way: Ifthe Board 

ranted a certificate to these carriers, assuming no changes were made 
in the act, authorizing, say, 10 flights a month between any 2 points, 
then that question would, I believe, inevitably be appealel by the big 
air carriers, which consistently opposed the supplemental carriers, to 
the court of appeals, and eventually to the Supreme Court, for that 
matter. So, no matter who won, we would still be forced to have 
expensive litigation. ; 

Senator Monroney. Senator Schoeppel ? 

Senator ScHorrret. No questions. 

Mr. Lear. Mr. Chairman, I have with me Mr. Seamon, who is gen- 
eral counsel of the Independent Military Air Transport Association, 
consisting of, I believe, 11 or 12 supplemental air carriers. 

I wonder if it would be possible for him to make a short statement ? 

Senator Monroney. Does he have a statement prepared ? 

Mr. Lear. No, sir. He just contemplated making a short oral state- 
ment in support of our position. 

Senator Monroney. We will be glad to hear him. 

You are a member of his association ? 

Mr. Lear. Yes, sir. 


STATEMENT OF THEODORE I. SEAMON, GENERAL COUNSEL, 
INDEPENDENT MILITARY AIR TRANSPORT ASSOCIATION 


Mr. Seamon. Mr. Chairman, Senator Schoeppel, my name is 
Theodore I. Seamon. I am counsel for the Independent Militar 
Transport Association, commonly known as IMATA. I very muc 
appreciate this opportunity to make this statement, which I will make 
brief. 

To explain it, and apologize for not having a prepared statement: 
It had been anticipated that several members, a cross section of the 
membership of the supplemental air carriers composing the associa- 
tion, would appear. Due to a number of various reasons, only Mr. 
Lear-could be present. 

What I want to say is on behalf of these 11 members who are sup- 
plemental air carriers, all parties to the large irregular investigation, 
is that we endorse the comments and would adopt the comments that 
Mr. Lear has made, and endorse the recommendation of the Civil 
Aeronautics Board. 

I would like to point out that these carriers are in somewhat of a 
legal never-never land. We believe and have argued that the Board 
has the power to grant supplemental rights both by exemption as 
well as by certificate, but we find legal doubt on both phases of the 
type of authorization. 

The supplemental authority that the Board has as a matter of policy 
adopted in the initial decision in 1532 would not relate so much to 
fixed routes, but to a combination charter service without regard to 
points, and a limitation on the number of flights which could be made 
in what is termed individually ticketed operations. That is, the nor- 
mal common carriage, limited to 10 flights per month betwéen any 
2 points, without regard to regularity. In other words, there have 
been a lot of filed schedules. 
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If I may impose a minute more, Mr. Chairman, because I think 
this is very important. One of the carriers, Trans-Ocean Airlines, 
has been — within the regulations of the Board under sup- 
plemental service between the west coast and Hawaii, and has filed 
schedules to that extent within the 10-flight limitation. 

Trans-Caribbean Airways, now operating a DC-6, and which has 
an order for four DC-6’s, has been operating between New York 
and Puerto Rico within the various regulations of the Board and 
consistent with those regulations as a large irregular carrier and, 
more recently, as a supplemental air carrier. 

These carriers work in various States. They do charter work for 
the military, they do commercial charters. And where there is traffic 
that. will allow them to operate to the extent of 10 flights a month, 
which is not going to support a substantial promotion campaign to 
get what might be called the run-of-the-mill business, they will oper- 
ate those 10 flights, where there is peak traffic—and that has been the 
circumstance, for example, between New York and Puerto Rico. As 
an example of that, Trans-Caribbean has applied for an unlimited 
certificate in the second proceeding on the grounds that it has been 
operating there since 1945, and it received the recommendation of the 
Bureau of Air Operations in a pending case. 

What I would like to point out, sir, is that recently you enacted 
permanent legislation for local service air carriers. You have before 
you a bill for permanent certification of all-cargo carriers. I recall 
a statement by Board member Gurney—lI believe it was before this 
committee several years ago—in which he pointed out that the exemp- 
tion authorization, the initial nonscheduled exemption in 1938 which 
allowed fixed-base operators to conduct service without certificates, 
the subsequent large irregular exemption orders, exemption orders 
with respect to all-cargo carriers, provided the experimentation which 
led the way to the local service program, to the all-cargo program. 

AAXICO was a supplemental air carrier, a member of IMATA, so 
was Seaboard and Western. Flying Tigers and Slick were originally 
large irregular carriers. Many of your feeder lines grew out of the 
fixed-base operators that were operating pursuant to the 1938 initial 
nonscheduled exemption. 

For these reasons it seems that there should be eliminated any 
doubt as to the power of the Board to issue certificates covering sup- 
plemental service, power which the Board itself assumed it had in its 
interim decision as a policy determination in the large irregular in- 
vestigation in 1956. 

Senator Monroney. Do I understand from page 5 of Mr. Lear’s 
statement, where he says: 

The judgment of the court of appeals has been stayed by stipulation of the 
parties until the Board renders its final decision in the irregular air carrier 
investigation— 

that that is the way these lines are now flying the 10 schedules a 
month ? 

Mr. Seamon. The have the authority to fly 10 schedules a month 
between any 2 points under the interim supplemental air carrier au- 
thorization which was granted by the Board pending its final decision 





as to whether to grant this authorization by certificate or exemption, 
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and as to the carriers who it would ultimately find to be fit, willing, 
and able to receive that supplemental grant. ‘There has been through- 
out the case the legal questions to which Mr. Lear adverted. That 
was taken up in appeal, as Mr. Lear pointed out. The court of ap- 
peals found that the Board had the power to grant exemption, al- 
though there has been controversy as to that, but that they had not 
made the statutory findings to support it. 

In view of the fact that that was an interim decision with respect to 
the method of granting the rights, and there were further hearings, 
and the matter is now coming before the Board for argument on its final 
determination, it was agreed among the parties that to avoid further 
litigation, to avoid the requirement of the Board having to make sup- 
plemental findings in a matter which might be moot, it was stipulated 
that the court’s decision be stayed pending final decision in the case. 

If they grant it by exemption we will be back up in the courts. If 
they g grant it by certificate we will be back up in the courts, unless this 
doubt is removed. We have taken the position that the Board clearly 
has the right, despite the condition in 401 (f), to grant limitations 
with respect to the number of schedules, on the gr ounds that it is desig- 
nating or describing the services to be rendered. There are a series 
of cases in the legislative history—the Motor Carrier Act and cases 
under the Motor Carrier Act—which do not leave what can be termed 
a clear-cut conclusion, at least not clear enough for us to persuade the 
examiners that they have the right to grant ¢ ertificates. 

And without conceding that the Board couldn’t do it, we do know. 
that there is sufficient doubt—certainly the Board feels ‘there is sufli- 
cient doubt—so that we think it would be a great mistake to continue 
this never-never land of legal uncertainty without clarifying and in- 
suring that the Board has the power to grant rights when it finds 
limited rights are in the public interest. 

Senator Monroney. There is no subsidy ? 

Mr. Seamon. No subsidy. 

Senator Monroney. And there are no mail contracts ? 

Mr. Sramon. No, sir. 

Senator Monroney. You don’t carry mail? 

Mr. Seamon. No, sir. 

Senator Monroney. It is just a matter of picking up your passengers 
and delivering them on 10 round trips a month under the new policy 
of the Board? 

Mr. Szamon. That is correct, sir. 

Senator Monroney. But your position is that unless something else 
is done the decision in the American Airlines case might prevent even 
that from becoming effective ? 

Mr. Seamon. Yes. It might prevent the Board from continuing to 
grant rights which it found to be in the public interest by exemption, 
on the grounds that it couldn’t make the statutory findings that the 
court required, and this doubt as to its power to grant certificates could 
militate against effecting authorization. 

Senator Monroney. Do you have any further questions, Senator? 

Senator ScHorrret. Can you give us the names of the members of 
your association ¢ 


32150—58——-3 
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Mr. Seamon. Yes, sir: American Flyers Airline Corp.; Capital Air- 
ways; Trans-Caribbean Airways, Inc.; Trans-Ocean Airlines; All 
American Airways; Purdue Aeronautics; General Airways; Meteor 
Air Transport; 343 Angeles Airways; Modern Airways; Overseas 
National Airlines. 

Senator Scuorrren. That is all. 

Senator Monroney. Thank you very much for your testimony. 

We have a live quorum and I believe we will have to suspend. 

‘Can you be here tomorrow, Mr. Solomon ? 

Mr. Sotomon. Yes, sir. 

Senator Monroney. It will not be too inconvenient for you ? 

Mr. Sotomon. No, sir. 

Senator Monroney. We also have Mr. Beitel, Air Coach Transport 
Association. Is hein the room? 

(No response. ) 

Senator Monroney. And we will have Mr. Tipton. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 

(Thereupon, at 12:23 p. m., the subcommittee was adjourned, to re- 
convene at 10 a.m. Friday, April 5, 1957.) 
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FRIDAY, APRIL 5, 1957 


UnNItrep States SENATE, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 

The subcommittee met, at 10:10 a. m., in room F-39, United States 
Capitol, Hon. A. S. Mike Monroney presiding. 

Picual Senators Monroney (chairman of the subcommittee), 
Smathers, and Schoeppel. 

Senator Monronry. The Subcommittee on Aviation of the Inter- 
state and Foreign Commerce will resume its hearings. 

We are meeting with regard to the recommendation of the Civil 
Aeronautics Board relating to supplemental service which is con- 
tained in their annual report. 

We have several witnesses today, some representing the Aircoach 
Transport Association, other lines, as well as Mr. Stuart Tipton, presi- 
dent of the Air Transport Association of America. 

In order to accommodate Mr. Sam Solomon, president of California 
Eastern Aviation, so that he might leave, we will be glad to have him 
come forward and give his statement now. 

You may proceed in your own way. 


STATEMENT OF SAMUEL J. SOLOMON, PRESIDENT OF CALIFORNTA 
EASTERN AVIATION, INC. 


Mr. Soromon. Mr. Chairman, Senator Schoeppel, my name is 
Samuel J. Solomon; I am president of California Eastern Aviation, 
Ine. I might explain that California Eastern is a contract carrier, it 
is not an irregular or supplemental or certificated in any way. We 
are notacommon carrier. We sell notickets. In addition to training 
activities for the Air Force in techniques we conduct military service 
across the Pacific for the Military Air Transport Service and across 
the United States for the Navy. 

I am appearing in support of an amendment to the Civil Aero- 
nautics Act, which has been proposed by the Civil Aeronautics Board. 
This amendment to section 401 of the act would permit the issuance of 
a certificate of public convenience and necessity, limited in nature, to 
the supplemental air carriers. 

Our interest in the proposal stems from the fact that CEA is an 
ee for supplemental air-carrier authority in the Large /rreg- 
ular Air Carrier Investigation, Docket No. 5132, and others, now pend- 
ing before the Civil Aeronautics Board. 

15 








a ~ 


| 
; 


oe 


EN MOLE: 


16 SUPPLEMENTAL AIR SERVICE 


Both the Board’s staff, and the examiners in their initial decision 
of January 10, 1957, have recommended that CEA be authorized as a 
supplemental carrier. The examiner’s findings of fact with respect 
to CEA are attached to my statement as appendix A. I would like 
to call the committee’s attention to the following, which indicate that 
ours is a substantial company, well qualified to conduct supplemental 
alr service : 

1. CEA is one of the oldest and most experienced of the non- 
certificated operators of large aircraft. 

2. California Eastern is staffed with officers and executives of sub- 
stantial experience. 

3. Net worth appears at $3,841,129. 

4. No significant derogatory matter in the nature of violations of 
law has been shown with respect to California Eastern. 

5. This applicant has been one of the principal noncertificated car- 
rier eo in the military airlift in the postwar period. 

We have been engaged in that, for the record, since August 5, 1950, 
and we have currently purchased Constellation aircraft, new ones, at 
an investment of over $614 million, the first of which will be 
delivered this month. 

The application CEA is now prosecuting for supplemental author- 
ity was first considered in the Transcontinental Coach-Type Service 
‘ase, where action was deferred and the application was subsequently 
consolidated in the Large Irregular case. This application was filed 
on April 8, 1949; the deferral of decision was issued on November 
7, 1951. We have waited 8 years for a final decision. In view of the 
history I am certain you can understand our concern that the award 
of operating authority not be frustrated, or even delayed, by what we 
think are technicalities. 

It is in this factual background that I should like to suggest to 
this committee the reasons why I think the proposed amendment to 
the Civil Aeronautics Act should be adopted. 

1. The Board has found, after an extensive investigation, that sup- 
plemental air service is required by the public interest. Yet it has 
encountered legal difficulties when it has attempted to carry out its 

olicy determinations. At the very least, further litigation appears 
inevitable; at the worst the policy of the Board might be frustrated. 
I do not think that this committee should be the forum for rearguing 
the question of whether supplemental air carriers should or should not 
be granted some kind of operating authority. The important thing is 
that Congress give to the Civil Aeronautics Board the necessary power 
to carry into effect the mandates of section 2 of the Civil Aeronautics 
Act. The proposed amendment will give the Board increased flex- 
ibility in dealing with this very important question. 

2. From the point of view of the carrier, authority to provide sup- 
plemental air service pursuant to a certificate instead of an exemp- 
tion is highly important. There has been public acceptance of certif- 
icated air carriers. CEA has a perfect safety record, it has never been 
cited for a violation of the civil air regulations, it has demonstrated 
its ability to operate efficiently; but it will not enjoy the same de- 
gree of public acceptance if we must operate pursuant to exemption 
instead of certificate authority. In essence, this is a matter of public 
relations. But, nevertheless, it is a practical business fact. The 
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Board can help the a yplemental carriers do a better job by granting 
them certificates of pub lic convenience and necessity. 

3. Furthermore, I suggest that certificate holders will by reason 
of that fact have a much easier job of financing their supplemental air 
carrier activities than would exemption holders. 

Again this may be simply a matter of prejudice, but to the lay- 
man—in this case the banker—a certificate holder would appear to be 
much more of a fixture in the air transportation system than an ex- 
emption holder—the very word almost connotes authority by suffer- 
ance. 

For all of these reasons I urge you to amend the Civil Aeronautics 
Act. to make possible, should the Civil Aeronautics Board determine 
it is desirable to do so, the certification of supplemental air carriers. 

Thank you very much, sir. 

Senator Monroney. Thank you very much, Mr. Solomon. 

Do you want this appendix incorporated in the record giving some 
of the statistics and figures on the California Eastern Aviation? 

Mr. Sotomon. Yes, sir; that is from the examiners’ report, sir. 

Senator Monroney. It will be so incorporated into the record at 
this point. 

(The matter referred to is as follows :) 





APPENDIX A 
CALIFORNIA EASTERN AVIATION, INC. 


California Eastern Aviation, Inc.,’ a corporation organized under the laws of 
the State of Delaware on January 14, 1946, has 1,764,863 shares of stock out- 
standing. 

The officers and directors of California Eastern are Mr. Jorge Carnicero, 
chairman of the board; Mr. 8S. J. Solomon, president and director; Mr. M. W. 
Brinckerhoff, vice president and director; Mr. J. W. M. Haight, vice president 
and director; Mr. E. N. Townsend, vice president; Mr. N. B. Berboth, vice presi- 
dent; Mr. T. O. English, treasurer and secretary; Mr. H. Paul Smith, assistant 
secretary and assistant treasurer; Mr. A. S. Clark, Jr., director; Mr. E. A. 
Kerbs, director; and Mr. W. B. Cunningham, director. All of the officers and 
directors are citizens, and more than 95 percent of the total of 1,764,863 shares 
of common stock is registered in the names of persons whose addresses are 
located in the United States or its possessions. It is found that California 
Eastern is a citizen within the meaning of the act. 

This company is not now an air carrier within the meaning of the Civil Aero- 
nautics Act, inasmuch as it has in recent years limited its transport operations 
to non-common-carrier activities and it does not conduct operations as a common 
earrier. However, it formerly conducted common-carrier operations and it is 
one of the oldest and most experienced of the noncertificated operators of large 
aircraft. Its first operations covered a period between 1946 and 1948 in which 
it was one of the largest domestic airfreight carriers and was the first to begin 
such operations with four-engine aircraft. During this period, a total of 18,291 
revenue hours were flown, accounting for 3,515,551 revenue miles and 19,143,553 
revenue ton-miles. These operations were conducted between San Fran- 
cisco/Oakland and Los Angeles, on the one hand, and New York/Newark, on 
the other hand, via various intermediate points. The company’s airfreight op- 
erations resulted in a substantial loss and were suspended on May 15, 1948, 
after the company had filed a petition for reorganization under chapter 11 of 
the Bankruptcy Act on May 12, 1948. The company was reorganized in April 
1949. Its aircraft were refitted with high-density seating and leased to various 
irregular air carriers. Profits from the leasing activities enabled liquidation of 
the company’s indebtedness to its creditors and dismissal of the chapter 11 pro- 
ceedings on December 11, 1950. 


2A copy of California Eastern’s application, as amended, was sent to the President 
prior to hearing, in accordance with sec. 801 of the act. 
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California Eastern conducted a substantial volume of operations in the Pacific 
airlift beginning in August 1950 and continuing until October 1953. During 
this period it operated a total of 12,689,377 revenue miles for the military, rep- 
resenting 85,653,295 revenue ton-miles, including cargo and passenger, and 
324,964,000 passenger-miles. A total of 49,994 passengers were carried. An 
average of five DC-4 aircraft were operated. Operations were suspended be- 
tween October 1953 and February 1954. Between February and May 1954, 
transpacific operations between California and Tokyo were conducted for the 
Military Air Transport Service. Between May and August 1954, operations 
were conducted to the Philippines, French Indochina, and Japan. For the 
remainder of the year 1954, the company’s aircraft were operated in the do- 
mestic civil air movement for the military services between military stations 
within the United States. During 1954, California Eastern flew a total of 
2,069,851 revenue miles, 15,523,882 revenue ton-miles, including cargo and pas- 
senger, and 47,003,000 passenger-miles. It operated an average of 3.3 aircraft. 
During 1955, California Eastern conducted extensive transpacific operations for 
the military and for 2 months conducted flights to the Northwest Territories 
and northern Canada in connection with the radar network being established 
there and known as the DEW line. Limited flight operations were also con- 
ducted in domestic civil air movements. On July 1, 1955, California Eastern 
was awarded a 1-year contract by the United States Navy for the conduct 
of transcontinental Air Force operations on a_five-scheduled-round-trips-per- 
week basis between Oakland, Calif., and Boston, Mass., via a number of in- 
termediate points. During 1955, the company’s operations accounted for 
3,021,947 revenue miles flown, 23,019,753 revenue ton-miles, including cargo 
and passenger, and 80,551,130 passenger-miles flown. An average of five air- 
craft were operated. The company continued during 1956 to engage in exten- 
sive operations for the military. California Eastern obtained flight-operations 
revenue for the 10 years between January 1946 and December 1955 of— 
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California Eastern has 2 operating divisions—California Eastern Airways 
division and a flight-training division—and 2 wholly owned subsidiaries— 
Land Air, Inc., and Air Carrier Service Corp. The flight and maintenance 
operations are conducted by the airways division, which at the time of the 
hearing in May 1956 had a total of approximately 650 employees, of whom 
400 were in the production and maintenance department, 200 in the flight and 
ground operations department, and the remainder in an administrative capacity, 
such as accounting, personnel, sales, etc. The company’s personnel include 90 
pilots and copilots, 18 flight navigators, 12 stewardesses, and 63 station per- 
sonnel located at 16 stations between the east and west coasts of the United 
States and in Tokyo, Wake, Honolulu, Travis, and Alameda, in the Pacific. 
Approximately 45 percent of the personnel in the operations department have 
been employed an excess of 5 years with California Eastern. 

California Eastern is staffed with officers and executives of substantial ex- 
perience. Mr. S. J. Solomon, president, has been engaged in various phases 
of aviation since 1933, which include, among others, the president of North- 
east Airlines, Inc., and vice president of the National Airport Corp. in Washing- 
ton, D. C. Mr. Edward N. Townsend, vice president, has been a pilot since 
1940, and has been employed since that time in aviation activities with com- 
mercial companies and with the Royal Air Force, in which he served as a wing 
commander. Mr. Neil Berboth, vice- president and general manager of the 
airways division, has been with the company for 7 years, and has, been in 
various aviation activities since 1940, when he was with American Airlines, 
Inc. 

California Eastern plans to continue to concentrate its primary activities in 
operations for the Defense Department and to use the authority requested as 
a supplemental air carrier for the purpose of supplementing the military-contract 
work in which it would be primarily concerned. It points out that the opera- 
tions for the Defense Department are subject to major fluctuations in operating 
volume and revenues from month to month. For example, it presents a table 
setting forth the revenue-miles which it flew in military charter and contract 
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operations during each month of 1954, 1955, and the first quarter of 1956. These 
varied from a low of 60,457 in March 1955 to a high of 380,588 in January 1956. 
It points out that Defense Department contracts are of three kinds; i. e., for 
specific flights between named points, for a series of flights between named 
points, and for an operation between fixed points for a number of months. In 
bidding on the first two types of flights, it points out that it is important to know 
whether it is possible to obtain a return load or a load to a point at which another 
contract flight could be obtained. It presents an analysis of CAM flights in 
September 1954 showing that approximately 30 percent of the total layover time 
might have been utilized for commercial flights had California Eastern held 
authority as a supplemental air carrier and, in addition, that approximately 50 
percent of ferry flights could have been utilized for commercial operation, 
thereby reducing the cost of CAM operations to the Government. 

The applicant presented an analysis of its CAM operations in September 1954 
and an estimate of the added profit that it could have obtained with supplemental 
air-carrier authority. Three aircraft were used, with a utilization of 6.2 hours 
per day. The applicant estimates that, with supplemental authority, it could 
have obtained added utilization of 5.2 hours daily for a total of 11.4 per day. 
The applicant concludes that it could have reduced ferry-mileage charges to the 
Government by $8,051 and, at the same time, have obtained added profit to the 
earrier of $16,922. California Eastern asserts that it does not plan on activity 
as a supplemental carrier except in the area of supplementing its military- 
contract work with business which it could transact as a common carrier during 
layover periods and on ferry flights. 

California Eastern’s balance sheet as of December 31, 1955, shows current 
assets, $7,487,721; noncurrent receivables and deposits, $398,835; property and 
equipment, $3,695,360 (flight equipment, $3,614,632; improvements to leased 
equipment, $144,622; plant machinery and equipment, $1,053,587; and leasehold 
improvements, $17,941; less accumulated depreciation of $1,135,422) ; with total 
assets $11,581,916. Current liabilities are listed at $6,606,797; fees received in 
advance, $86,887; and long-term liabilities, $868,815. Operating reserves are 
shown at $172,288. Net worth appears as $3,847,129. 

No significant derogatory matter in the nature of violations of law has been 
shown with respect to California Eastern. 

The evidence of present status, plans for the future, and past operations of 
California Eastern shows that it has personnel, equipment, plans, and financial 
resources which enable it to engage in supplemental air transportation, and it is 
found that California Eastern Aviation, Inc., is qualified for exemption authoriza- 
tion as a supplemental air carrier. 

California Bastern’s application was not consolidated in this proceeding until 
after the Board's decision on the public-interest issues. Accordingly, as to this 
applicant, a decision must now be made, both as to its qualifications and as to 
whether the public interest requires transportation by it as a supplemental air 
carrier and whether there is an undue burden requiring exemption. 

This applicant has been one of the principal noncertificated carrier participants 
in the military airlift in the postwar period. For example, it was 1 of the 5 
noncertificated carriers that participated in the Pacifie airlift in 1952, carrying 
328 tons of cargo and 6,294 passengers out of a total of 4,912 tons of cargo and 
14,054 passengers carried by noncertificated carriers. In 1953, it carried 887 
tons of cargo and 12,489 passengers on the Pacifie airlift out of a total of 8,252 
tons of cargo and 37,078 passengers carried by noncertificated carriers. The 
importance of this airlift to the Nation is apparent. It is concluded that it is 
in the publie interest to strengthen this carrier and facilitate the continuance 
and improvement of its important contribution to the national defense by 
including it in the class of supplemental air carriers.’ 

For the reasons set forth in the initial decision served March 29, 1955, 
supplemental air transportation® is not, from the standpoint of either law or 
policy, appropriate for authorization by a certificate of public convenience and 
necessity. It would be impracticable for California Eastern to go through the 
procedure of obtaining a certificate with respect to each of the many points 
between which its service will be needed from time to time. Accordingly, it is 


2The extent of operations authorized for members of the class was determined by the 
Board, and is not at issue here as to California Eastern. 

®The Board has decided that the transportation which it has determined to authorize 
for the class is supplemental air transportation within the issues of this proceeding. 
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found that it would be an undue burden on California Eastern to comply with the 
provisions of the act requiring a certificate of public convenience and necessity 
with respect to supplemental air transportation. 

Senator Monroney. Any questions, Senator Schoeppel ? 

Senator Scnorrren. Off the record. 

(Discussion off the record.) 

Senator Monronry. On the record. 

Senator Scnorrret. No questions. 

Senator Monroney. The supplemental certificate that you would be 
interested in; would it be overseas or domestic, or both ? 

Mr. Sotomon. Both. 

Senator Monronry. I am not sure I understand, even though we 
have heard the CAB on this. Would you apply for certain types of 
supplemental-service certificates, or would one certificate allow you 
to furnish your special service in a broader field? Would supple- 
mental certificate that you would ask for narrow you down to a 
certain route structure, and would that route structure be limited to a 
type of service, whether it be air tourist or first class, or other service, 
as well as, maybe, service for a few months of the year to certain 
points ? 

Mr. Sotromon. The supplemental certificate, as I see it, would au- 
thorize you to operate whatever number of trips per month the Board 
authorized. 

Senator Monroney. That is the 10? 

Mr. Soromon. Ten or 14, or 12. 

Senator Monroney. The Board has already recommended that, but 
there is a case that American Airlines brought that has clouded the 
right of the CAB to issue that 10 trips per month schedule? 

Mr. Soromon. That is right. 

Senator Monroney. Do you feel that that is what the supplemen- 
tal air carriers want—the right to go ahead on what has already been 
ordered by the Board ? 

Mr. Sotomon. That is right. 

Senator Monroney. You are not particularly interested in route 
structures or 

Mr. Soromon (interposing). No, sir. 

Senator Monroney (continuing). Or classes of service other than 
that which you are now doing; is that right? 

Mr. Sotomon. That is right. We are not included in the author- 
ization that the Board granted to supplemental carriers. Ours was 
not determined at that time. This extract that I have attached here 
just indicates the hearing on our fitness and ability to conduct the 
operation. 

Senator Monroney. Yes, sir; I see. 

Do you have any questions ¢ 

Mr. Baynton. No, sir. 

Senator Monroney. Thank you very much, Mr. Solomon, for 
appearing. 

{r. Soromon. Thank you. 

Senator Monronry. The next witness is Mr. Stuart Tipton, presi- 
dent of the Air Trarsport Association of America. 

Mr. Tipton, will you please come forward. We are glad to have 
you up before us again, Mr. Tipton, and we will appreciate any- 
thing you will care to tell us in this matter. 
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STATEMENT OF STUART G. TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Tivron. Thank you, Mr. Chairman. 

Mr. Chairman, Senator Schoeppel, thank you for giving us this 
opportunity to appear. It is always a pleasure to appear before this 
committee. 

My name is Stuart G. Tipton, president of the Air Transport As- 
sociation of America, which represents most. of the certificated sched- 
uled airlines of the United States. 

The Air Transport Association is opposed to legislation empow- 
ering the Civil Aeronautics Board to issue certific ates for supplemen- 
tal service, as proposed by the Board in its 1956 annual report. 

For one thing, the scope of the proposed power is vague. We are 
unable to determine what the Board means by supplemental air 
service. More important, we do not know what the term “supple- 
mental” might be construed to cover in the future. 

The suggestion that the Board be empowered to issue certificates 
for supplemental service has been advanced from time to time in 
recent years, 

Departing from my statement for a moment, I notice by a quick 
glance at the Board’s testimony of yesterday that their proposal has 
been changed to refer not to supplemental certificates or supplemental 
air carriers but to limited service or limited air carriers. 

Now, what I have to say with respect to supplemental—and I will 
continue in my statement to refer to his supplemental proposal be- 

‘ause in my opinion the reference to limited service or limited service 
air carriers is even more vague and, in my opinion, as I will further 
develop the point in my testimony, more dangerous from the stand- 
point of a regulatory policy than is the use of the term “supplemental.” 

The Board, or its members, has advocated this grant of power on 
several occasions, starting with the hearings on 8S. 2647 in the 83d 
Congress. None of these presentations contain any clear-cut explana- 
tion of what is meant by supplemental service, or what it might be 
construed to mean. 

And if one looks to the Board’s orders and other statements by the 
Board and its members, the matter becomes hopelessly confusing. A 
few years ago the Board seemed to be using the term “supplemental”— 
without ever quite defining it—to cover charter services and irregu- 
lar operations not involving regularly scheduled route-type services. 

But, in 1955, the Board in one of its orders characterized the term 
“supplemental” as relative and not susceptible of rigid definition. 

Having thus, in effect, said “supplemental means whatever we 
want it to mean,” the Board went on to classify as supplemental regu- 
larly scheduled operations over fixed routes, up to a maximum “of 
10 flights per month in each direction. To m: uny of the association’s 
members, this was the first revelation that the term “supplemental” 
might be stretched to include regularly scheduled operations over ¢ 
fixed route, - distinguishable from the operations of regularly cer- 
tificated carriers only by some limitation on the number or frequency 
of flights. 

In “the spring of 1956, Board Member Adams went even further. 
In an article published in the Journal of Air Law and Commerce, he 
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referred to the local service carriers as offering “a valuable supple- 
mental service.” 

The local service carriers, as you know, are currently authorized to 
operate unlimited numbers of regularly scheduled flights over their 
certificated routes. Indeed, Member Adams noted in the same article 
an instance in which a local service airline was scheduling 7 flights 
a day over 1 segment. If these operations can be deemed supple- 
mental, it would seem plausible—although the Board has never so 
admitted—to classify as supplemental such operations, presently cer- 
tificated, as those of the helicopter and the all-cargo carriers. How 
much further the definition of supplemental might be stretched is a 
matter of pure conjecture. It might be held, for example, that the 
certification of an additional carrier over a route already serviced by 
1 or 6 or some other number of airlines was a certificate for supple- 
mental service, since the additional carrier would obviously supple- 
ment the prior services. 

Upon * circumstances, the proposal to empower the Board to 
issue certificates for supplemental service appears to us as a blank 
check which may be drawn down for unforeseen purposes at an un- 
known time. We seriously doubt the desirability or the necessity 
of extending such an undefined—and undefinable—power to the 
Board. 

It has been suggested that this undefined power should be given 
to the Board so as to enable it to escape from a possible limitation 
on its powers under existing law. This reason is not, on analysis, 
persuasive. 

The limitation which the Board seeks to escape is laid down in 
section 401 (f) of the Civil Aeronautics Act. One sentence in that 
subsection of the law prohibits the Board from imposing, as part of a 
certificate, any restriction on, and I quote: 

* * * the right of an air carrier to add to or change schedules, equipment, 
accommodations, and facilities as the development of the business and the 
demands of the public shall require. 

This means, for example, that a certificated carrier can add sched- 
ules over its routes, or buy new airplanes, whenever it finds it desirable 
to do so, without first obtaining the leave of the Board. The act, 
as now written, prevents the Board from restricting the right of any 
certificated carrier to put on additional schedules or new equipment 
whenever the carrier deems that this will better its business or improve 
its service to the public. 

Senator Scuorrret. Now, Mr. Chairman, at this point I want to 
say, Mr. Tipton, I asked a number of questions of the gentleman 
representing the Board here and he reiterated to me in a series of 
questions that the right of a regular certificated air carrier to add 
to or switch his schedules or to put additional equipment on was 
not contemplated in any way to be clouded or shaded in any respect 
whatsoever. So, he is following through under this, then, is he not? 

Mr. Treron. I do think that the representative of the Board was 
begging the question because the question here is, What is a supple- 
mental certificate which will authorize the Board to impose these 
limitations? That is the issue. 

Now, as I have indicated in the statement here, the word “supple- 
mental” or limited, for that matter, is so broad and undefined that 
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the Board could assume this new power of fixing schedules and regu- 
lating equipment with respect to any carrier or route that it found 
to be on the basis of its own determination, to be supplemental. So, 
that once the Board finds that a particular operation is supplemental, 
even though it be an additional regularly scheduled route from New 
York to Miami or from New York to San Francisco, once they find 
it is supplemental then they acquire a brandnew set of powers to fix 
schedules and to regulate equipment. 

And as I will pot out further in my statement we think that is a 
power that they should just not have. 

Senator Monronry. Does the Board not contend here that they 
would have no additional power over those that have already been 
certificated with unlimited right to fly these routes. 

Mr. Tipton. That is as I understand the proposal, that it is not a 
retroactive power. 

Senator Monroney. There is no right that would lodge in the Civil 
Aeronautics Board to reduce by one iota the authority for unlimited 
operation of those now holding present certificates of convenience and 
necessity, and the proposal would not change the feeder or local serv- 
ice airline’s certificates. 

Mr. Tipron. That is the way I understand it, too, Senator. 

Senator Monroney. This is merely the opening, as I understand it, 
of a sort of a B grade or junior type of certificate that could be al- 
lowed to be granted to lines which the CAB did not feel the need for 
complete and totally unlimited certification. Does that state the case 
pretty generally ? 

Mr. Tipton. I would want to amend that somewhat, Senator, from 
this standpoint. That while this applies only with respect to the 
future, this new power that the Board is seeking, and their power to 
deny anything they declare to be supplemental, there are, I suppose, 
hundreds of applications for new routes now pending at the Booed 
to which this would be directly applicable. 

There are temporary certificates outstanding to which this would be 
directly applicable. The all-cargo carriers, about which this com- 
mittee heard testimony during this week, are that group and they very 
clearly fall within the new language that the Board has submitted. 
That language says that if a carrier is a limited service carrier in 
effeet, if its service is limited, well, of course, the service of the all- 
cargo carriers is limited to the carriage of cargo and that being the 
case, since it is so limited, when they come to the time, unless the Con- 
gress passes their permanent certification legislation, when they come 
to the time when their certificates have to be renewed then the Board 
would have full power to say to them, “You are a limited service car- 
rier, just like the statute says, and for that reason we say that you shall 
operate 5 schedules a week, or 5 schedules a day between the east and 
the west coasts and you shall do it with C—132’s, and that is our de- 
cision as to this sound economic development of the air freight busi- 
ness. Even though the management of those carriers might not find 
that to be a sound limitation they would be stuck with it. 

So, that you referred to it, Mr. Chairman, as a mere extension, and 
actually what I am doing is challenging the “mere.” We think it is an 
extension of really tremendous importance for all the reasons I have 
stated. 
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Senator Monronry. But the Board today has the right to give any 
number of complete, all-comprehensive certificates on a finding of fact 
that more service is needed any place in the country and that there is a 
carrier ready, willing, and able to fly that route ; does it not ? 

Mr. Tipron. That is right, and in addition to that, Senator, I am 
anticipating a little what I was going to say in a moment, I will say it 
now anyway. In addition to that power, they have the power to is- 
sue limited certificates for a variety of different kinds of operation 
and they have. The all-cargo, the Alaskan, the territorial with par- 
ticular restrictions, are examples of such certifications. 

Senator Monroney. Those have been set up by law. Those, actual- 
ly, were specialized certificates in which we carefully guarded the type 
of service that we were endeavoring to supplement, and we wrapped 
subsidy around those operations, of course, which made it very neces- 
sary that they be strictly limited. 

Mr. Tipton. I think you can state the Board’s policy conversely 
with greater clarity than you can in terms of limitation. 

The Board has the power to issue a certificate of convenience and 
necessity, limited to virtually anything they care to limit it to. They 
limited Resort as you know to operating a tour service and that is 
about as tiny a limitation as you can make. They cannot, in pre- 
scribing these limitations, tell a man he has got to run so many sched- 
ules, they cannot tell a man thut he has got to operate particular 
types of equipment, or facilities. Those two areas have been fore- 
closed to them and in our opinion they should stay foreclosed. 

As you recall I read the provision from the act which prescribes 
these limitations on their power and then I will proceed to say this. 
This is, we think, a very sound and a very important limitation on the 
Board’s powers. The success, or the failure, of an airline—whether 
measured by its earnings or by its service to the public—may well 
hinge on the soundness of managerial decisions to add or change 
schedules, or to buy new aircraft, and on the speed with which those 
decisions are implemented. Congress, by writing this provision into 
the law, has quite properly recognized that such matters as adding 
schedules and equipment should be within the sphere of managerial 
discretion, and should be not subject to bureaucratic dictation. 

But, if the Board were to be given the power it now seeks, it would 
be able to limit the right of air carriers to add schedules and equip- 
ment, at least wherever it certificated the carrier only for supple- 
mental service. As to carriers so certificated, the Board could pre- 
scribe in the certificate that the carrier could not operate more than 
so many flights a month, or use other than specified equipment. 
Such requirements—however well intentioned by the Board—could 
economically hamstring carriers subject thereto. 

And, as 1 noted at the outset, we have at this time no idea what 
might ultimately be deemed supplemental service. It is quite pos- 
sible that, if this power were given the Board, the certificates of the 
local service airlines, the helicopter operators, and the all-cargo car- 
riers could be rewritten as supplemental certificates, thus subjecting 
them to direct Board control over the number of schedules, the addi- 
tion of aircraft, and other matters now properly within the purview 
of management. 
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It is quite possible that any future certificates for these services, 
or other new forms of service not yet foreseen, would be encumbered 
by such unsound restrictions on the ground they were supplemental. 
And it is even possible that any new certificates for normal airline 
service, over routes competitive with existing carriers, would be 
limited as to schedules and equipment on the excuse of supplemental 
certification. 

In our view, the Board should not be empowered to limit the 
schedules, equipment, facilities, or accommodations of any certificated 
air carrier in providing service over its routes. The act, as presently 
written, is entirely sound in prohibiting the exercise of such power 
by the Board. The act would seriously and unwarrantedly be 
weakened if the Board were to be given such power. 

If a carrier is worthy of certification, having shown that its serv- 
ices are needed and that it is fit to perform them, it should be in a 
position to expand its service as the development of the business and 
the demands of the public shall require—to quote the act—without 
interference from the Board. If, on the other hand, it is not in the 
public interest to permit a given carrier to provide the schedules, 
equipment, facilities, and accommodations which its business and the 
public demand requires, then the carrier should not be certificated. 

A related matter is the obligation of the carrier certificated under 
the present act to provide adequate service. This obligation is im- 
posed by section 404 (a) of the act, and can be enforced by the Board. 
There has been some implication—although again it has not been 
clearly spelled out—that 1f the Board were empowered to issue cer- 
tificates for supplemental service, it would not put on such supple- 
mental certificate holders any obligation to provide service, much 
less adequate service. 

In our view, it would be intolerable thus to create two classes of 
certificated carriers—one obliged to serve the public, and the other 
free to ignore the public at will. The obligation to provide ade- 
quate public service is a normal concomitant of any franchise to 
operate as a regulated public-service company. The presently 
certificated airlines have accepted—and, we believe, complied with— 
this obligation, although it has meant serving unproductive stations 
and unprofitable route segments. So long as the presently certificated 
carriers are under this requirement of law, we see no reason to estab- 
lish another class of certificated carriers which would need only 
look to their own whims, or their own pocketbooks, in determining 
whether or not to provide service. 

To turn to another phase of the subject: It has been argued that 
the Board needs the power to certificate for supplemental service 
because otherwise it may desire to authorize some type of service 
and be unable to do so. There is, so far as we can see, no basis for 
this line of argument. The Civil Aeronautics Act is a legislative 
instrument of great comprehensiveness and flexibility. It has been in 
existence for some 19 years. During that period it has been amended 
only in minor respects. The experience of these 19 years has shown 
that the act confers on the Board adequate powers to regulate air 
transportation effectively so as to protect the public interest and at 
the same time promote the development of an unequaled air-transport 
system. 








| 
i 
i 
\ 
ih 


SUPPLEMENTAL AIR SERVICE 


There is no need to expand to this committee on the fact that the 
United States now has the best and the most progressive airline system 
in the world. The very great achievements of this Nation’s airlines, 
under this act, negate any notion that fundamental requirements under 
the act should be tinkered with on the ground that the Board lacks 
power to authorize enough service. 

But even more significant, for present purposes, is the fact that 
the Board has been able—under the act as now written—to cope ade- 

uately with the varying situations and the changing circumstances 
that have emerged in these 19 years. The history of the Board’s 
grants of authority, under the act, belies any suggestion that its powers 
are inadequate and that it needs the additional power to certificate 
for supplemental service. 

Under the present act the Board has not merely certificated the 
12 domestic trunklines and some 14 United States-flag carriers to 
operate internationally. It has also created such classes of companies 
engaged in regulated air transportation—most of which could, de- 

ending on what the word means, be deemed supplemental—as the 
ocal service carriers, the helicopter operators, the all-cargo lines, 
the United States-Territorial and the intraterritorial operators, the 
Alaskan pilot-owners, an all-tour operator, the irregular or nonsched- 
uled air carriers, the domestic air freight forwarders, the international 
air freight forwarders, the air taxi operators, and the cooperative 
shippers associations. 

The Board has likewise found means under the act of authorizing 
carriage by air of first-class mail—not bearing airmail postage— 
and such unique services as mail pickup, sightseeing flights, and char- 
ter and special service; meanwhile, the Board has exercised measures 
of control over foreign-flag carriers serving this country. 

In no instance, so far as we know, has the Board been held legally 
powerless to deal with and to authorize operations by any class of air 
carriers, for any service that it has found in the public interest. This 
fact in itself demonstrates the comprehensive nature of the existing 
Civil Aeronautics Act. 

Under these circumstances, the Air Transport Association sees no 
basis for argument that the Board should be empowered to issue 
certificates for supplemental service. As we have pointed out, the 
requested power is so vaguely defined as to constitute a blank check 
of undetermined potentialities. No one knows what the term “sup- 
plemental” may be construed to mean. The power to categorize 
service under a given certificate as supplemental, and thereby limit 
the schedules, equipment, facilities, and accommodations of the cer- 
tificate holder, would be an unwarranted and unsound departure from 
the principles now embodied in the act. It is fundamental that each 
certificated carrier’s management be free to expand its service as 
it judges the business and the public require. It would contravene 
the public imterest to require some certificated carriers to provide 
adequate service, while other certificated carriers were free to operate 
where and when the pleased, without duty to the public. And the 
act, as presently written, is broad enough to cover whatever regu- 
latory measures may be needed with respect to any foreseeable types 
of air transportation. For such reasons, the Board’s proposal that 
it be given power to issue supplemental certificates should be rejected. 

That concludes my statement, Mr. Chairman. 
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Senator Monroney. Thank you very much, Mr. Tipton. 

Senator Schoeppel ' 

Senator Scuorrrer. I do not believe I have any questions. I may 
have some questions that I may want to submit later on as to the 
interpretations of some of the other testimony that was offered here. 

Senator Monroney. I might say, for the benefit of the record, we 
do not have any bill introduced and before the committee at this 
time and we have only suggested language from the Civil Aeronautics 
Board. There has been testimony that the vagueness of what “sup- 
plemental carrier” means could be hammered out in legislative lan- 
guage to, probably, more clearly define exactly what the Board had 
in mind; whether it was to help in the direction of making possible 
without fear of violating economic regulations the right of the sup- 
plemental or the irregular air carriers to fly certain routes where 
traffic loads seem to permit. 

On that point I would like to ask, Mr. Tipton, do you have any 
suggestions as to how this matter could be handled? Now, the Board, 
as you know, has ruled in its Large Irregular case that 10 round trips 
2 month would be quite proper and thus it has put a ceiling on the 
amount of flights between 2 different points that these irregular car- 
riers could engage in. 

Do you think that is too many, or do you think that, unless there 
is some way of carrying out this directive without the necessity of 
defending it in each particular route being flown, the irregular car- 
riers would have a hard time living up to what they thought they 
were granted in the Board’s decision ¢ 

Mr. Tirron. The Board at the present time, of course, is regulating 
the irregular carriers on the basis of an exemption issued under 415 
of the Civil Aeronautics Act. The question pending before the Board 
in its current investigation, one of the questions, is whether or not 
the supplemental carriers should be certificated, and, as Mr. Solomon 
has just stated here, many of them are urging very strongly that, in 
lieu of exemptions, certificates be granted to them. I take it that 
one of the reasons the Board puts forward this very broad expansion 
of its power is to meet an anticipated need there. 

In the first place, the Board has not concluded that the irregular 
carriers should be regulated through certificates, nor have they 
concluded that they should be authorized to operate a regularly 
scheduled service limited in terms of schedules, so this particular 
problem 

Senator Monroney (interposing). I thought they were allowed in 
this Large Irregular case 10 round-trip flights a month. 

Mr. Tieton. The decision was issued by the Board at an earlier 
time and was taken to the circuit court of appeals and that was 
reversed and remanded to the Board for further proceedings and, 
consequently, the case is again being : 

Senator Monroney (interposing). But the Board had decided, but 
now it is held up in court. That is the point I was trying to make; 
that each case and each route could be held up in court, could it not, 
on the fact that the Board did not hold sufficient hearings to justify 
the need for an exemption equaling 10 round trips a month? 

Mr. Treton. Yes; any decision of the Board can be litigated—that 
is the provision of the act—and this particular amendment would not 
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affect that, particularly. You would still have arguments about 
which various carriers could debate in court. 

Senator Monronry. It would be a different procedure, though 
would it not? The exemption applies to the volume of traffic an 
everything else. But the supplemental certificate by the Civil Aero- 
nautics Board would apply, generally, to the powers given to it by 
the Congress. 

Mr. Tipron. Well, I think I am getting your question now, and I 
am sorry I did not get it before. 

Senator Monroney. I am sorry I did not phrase it better. 

Mr. Treron. I should have understood it. The supplemental pro- 
vision here, with all its disadvantages that I have just described, and 
I surely would hope the committee would never report it, would 
unquestionably eliminate any question as to whether the Board could 
issue such a certificate so limited and, thus, that issue would not be 
litigated, would not have to be litigated in court. 

enator Monroney. That is right. 

Mr. Tieton. But, to get right down to the question of the policy 
here involved, as I stated in my statement, the provision which says 
that the Board shall not restrict schedules and shall not restrict equip- 
ment is so important that there should be no deviation from it, even 
in the case of this current proceeding with respect to the irregular 
carriers. 

What I am saying is that the Board should not attempt to regulate 
the carriers I represent or the irregular carriers on the basis of a 
limitation of schedules. The Board has ample power to regulate and 
certificate with respect to specialized types of service, not involving 
either limitations of schedules or limitations of equipment, and any 
effort to regulate on that basis has done nothing but cause controversy 
and confusion and, in many cases, serious violations of the act by 
attempting to say that you shall operate so many schedules and you 
shall not operate any more. 

I think that the Congress should not authorize the Board to regu- 
late in those terms. They have the power to provide for charter serv- 
ice, for limitations to cargo service, for limitations to particular 
classes of traffic; they have very broad powers to establish specialized 
kinds of service under certificates, and what we are urging here is 
that, for all the reasons I have made in my statement, plus another 
one, the Congress should not authorize the Board to regulate through 
certificates in terms of a limitation of schedules because it has not 
worked up to now and it will not work. 

Senator Monronry. You would not want to authorize a type of 
service, either, would you, by differentiating between coach service, 
perhaps, and first-class service / 

Mr. Trrron. I do not know of any way, no matter what you would 
write in a statute, you would distinguish between coach service and 
first-class service. There, again, you are regulating the accommoda- 
tions that the carriers shall provide for the public, and the distinctions 
between first-class and coach service are largely, at the moment, in 
terms of the high density of seating which permits a reduction in fare. 
It would be too bad, it seems to me, if the Board were given such an 
extensive power as to tell you how many seats you are supposed to have 
in your airplanes in addition to the power that they already have to 
fix your rates. 
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It has gone too far in terms of regulating the management of the 
carriers. It just cannot be successful. 

Senator Monroney. It would be pretty hard to define, because in 
some lines they give a de luxe coach service that is comparable to first- 
class service; is that correct? I mean, in the matter of regulation, it 
would be impossible to distinguish or clearly define the difference be- 
tween those two classes of service; is that not true ? 

Mr. Treron. That is, in my opinion, true. Those variations in serv- 
ice are a basic reason for competition, of which we have a tremendous 
amount in the air transport business. The carriers compete with each 
other by providing a particular kind of service, with each trying to 
attract the public to its operation. That is, presumably, the reason 
the Congress had something to say in the statute about competition. 
The Board was not given either the power or the responsibility to 
regulate every single ‘phi ise of the air-transport business. In matters 
of publie service of this kind, many of these points were left to the 
competitive pressures these carriers put upon each other. 

Senator Monroney. Does it not, finally, come down to what an 
irregular or nonscheduled air carrier is, in that that is the area in 
which the right of entry is sought and has been sought for a number 
of years in the air-traffic picture ? 

Mr. Treron. Well, one thing I want to be sure about and emphasize 
is that this particular bill is far broader, as I think I made it clear; 
it is far broader than the irregular-carrier discussion. It goes to all 
conceivable types—— 

Senator Monronry (interposing). It will open up special certifica- 
tion to helicopters, all cargo, international supplemental service, every 
other thing ? 

Mr. Tiron. Whatever the Board thought at a particular time was 
supplemental, they would drop the hammer and that would be sup- 
plemental because they said it was supplemental, and you could not 
litigate it because the term “supplemental” is as broad as all outdoors. 

You take it to the Circuit Court of Appeals and they would rely 
on the Board’s judgment as to what supplemental was and, for that 
reason, the power is much broader than the irregular carrier discussion. 





Senator Monroney (interposing). It is no more broad than that 
right that the Board has today to give a full, complete certificate if 
it wishes. In other words, it finally comes back to the wisdom of 
the Board and the findings of the examiner / 

Mr. Tirron. That is right. What this comes down to is to what 
extent shall the Board have the power to fix schedules, accommoda 
tions, equipment accommodations, and facilities of whatever airline 
is regulated. The Congress now has said they shall not have any 
and that was a deliberate decision, a decision made not only with 
respect to the air transport system but also the motor carrier system. 
almost, as I recall, in identical terms, because those areas were reserved 
for management to deal with, to be controlled and regulated not by 
Government but by the forces of competition. That was a good 
decision in the Motor Carrier Act and it was a good decision here, 
and we are urging you just as strongly as we can not to change that 
decision. 
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Senator Monroney. Finally, it comes down, for these irregular 
nonscheduled carriers, to what is a nonscheduled run? A certain 
number of flights a month between two given points is a nonscheduled 
service. I think you have admitted that? 

Mr. Tipron. That is right. 

Senator Monronry. When does it become a scheduled service and 
who is going to try to determine it when the Board finds that 10 
round trips is not a scheduled service and allows an exemption on 
that fact, and finds itself in court on that matter? How are you 
going to reach it? I do not think these nonskeds actually went in 
and asked for this—I may be wrong—for these supplemental cer- 
tificates. I think they were trying to get a definition of how much 
flying they could do between two given points and many of them 
wanted to observe the rules of the CAB and not be in violation. 

Mr. Tipron. Yes; that is correct. I do not know the extent to 
which the irregular carrier groups have urged this legislation. 

Senator Monroney. I have not heard any of them urge it. The 
first time I heard about it was when the CAB recommended supple- 
mental service, which I presumed would be coach service, winter 
service maybe, in Florida and different places. 

Mr. Tirron. I think I am going to try to apply this problem we 
have got here directly to the question of regulating and authorizing 
the supplemental carriers that the Board now has before it. 

As you know, the Board does have this argument before it right at 
the moment as to how this shall be done. They have come up with 
this very broad proposal but I suspect that the reason they bring it up 
now is to give themselves leeway in the Irregular Carrier case. 

Now, in the first place, it seems to me that you are dealing with a 
relatively—it is an important—but a relatively narrow problem here 
with a very broad statute which does not merely cover irregular car- 
riers, it covers the entire waterfront, but looking at it from the stand- 
point of its coverage of the irregular carriers it presents a question 
of regulatory policy for this committee as to whether the Board should 
continue to classify and regulate the so-called irregular carriers on 
the basis of a limitation of schedules. 

Senator Monronry. Was that not what the fighting was about before 
on this All-American Airlines ? 

Mr. Tipron. It was. 

Senator Monroney. They had no limitation on schedules, appar- 
ently, so that they were finally taken out of the air for violation of 
economic rules of the CAB. 

Mr. Tieron. And that is one of the major reasons—— 

Senator Monroney (interposing). Did they not try to correct that ? 
Was that not the CAB’s desire to correct that in the certificate limita- 
tion, by specifying no more than 10 round-trip flights by any irregular 
carrier, and then to avoid the legal device of scheduling several so- 
called independent or irregulars on 1 type of scheduling through 1 
booking office ? 

Mr. Treron. That is exactly right. For 10 years, I guess 10 years 
ago now, the Board has been attempting to regulate the irregular car- 
riers by prescribing a particular number of schedules that they can 
operate between a particular pair of points, and that just has not 
worked. The Trans-American instance is a good example of 1 group of 
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men getting together 4 or 5 of these little so-called irregular carriers 
and adding them all up and running a regularly scheduled service with 
them. That was one defect in that method of regulation. 

The Board has been in constant enforcement proceedings, both for- 
mal and informal, ever since they have had that regulation, attempting 
to regulate on the basis of a limitation in the number of schedules. 

Now, it seems to me that that method of regulation has been demon- 
strated through the Board’s experience to be no good; that because of 
the tendency that any carrier has—if he operates 10 he wants to oper- 
ate 12; if he operates 12 he wants to operate 15. That is kind of 
normal, and it is for that reason that this limitation on schedules has 
not worked. 

What I am saying here is that the Congress should not change the 
regulatory policy by encouraging the Board to continue that kind of 
a method of regulation which has demonstrably failed up to now. 

Before I stop, though, I want to point out that there are other meth- 
ods of regulating, other methods of classification. The Board can, as 
the ICC can under their law which is similar to this, authorize a special 
class of carriers to do nothing but operate full plane charters. Now, 
that is a good business in which many of the irregular carriers are 
engaged and many of the members of the Air Transport Association 
are engaged. The thing about the full plane charter is that it has no 
limitation on the number of schedules that you can run. If they 
certificate you for operating full plane charters within a particular 
area you can operate as many charters as you see fit so far as they are 
bona fide charters. 

Senator Monroney. You cannot charter to one company and operate 
schedules as you see fit ? 

Mr. Treron. Charter to— 

Senator Monroney. One booking company, for example. 

Mr. Tirron. No, that would not be a bona fide charter. Of course, 
the ICC has had the question of what are bona fide charters and what 
are not. The Civil Aeronautics Board is getting into that problem 
now, too. But it is that type of certification that is better than at- 
tempting to certificate on the basis of limitation of schedules which 
demonstrably over the past 10 years have not worked. 

Senator Monroney. But there has been very little business to give 
you—if you drew the line completely accurately on charters, whether 
you were going to get 1 group of 50 people and charter a plane and 
limit the charters or nonskeds to that type of business. They are not 
going to be able to exist. You have to be realistic enough to know it. 
Except the charters to the Government or maybe excursions or some- 
thing of that nature. 

Mr. Treron. I would not reach that conclusion, Mr. Chairman, that 
there was not much of that business. The military business alone—— 

Senator Monroney (interposing). I mean aside from the military. 

Mr. Tieron (continuing). Which is a very substantial business and 
there is a substantial and growing business in handling groups of all 
sorts. 

Now, that is a pretty substantial business if it were worked on and 
ps with high concentration and by carriers of high respon- 
sibility. 
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Senator Monroney. But then they would be limited to how many 
trips could be flown in between two given points, would they not run 
into getting themselves fouled up on this court test on no more than 
ten ? 

Mr. Tirron. No. If they operated bona fide charters and a bona 
fide charter is the transportation of a homogeneous group, the mili- 
tary, the clubs, baseball teams, football teams, that sort of thing, in 
the case of bona fide charters. And referring now to the Interstate 
Commerce Commission primarily for experience—you can either 
operate a charter every hour on the hour if it 1s a bona fide one. 

Senator Monroney. Well, what other ways do you think that you 
could live with the system as applied to irregular, non-sked air car- 
riers? Any other service that they could perform other than the char- 
ter? You say the trip exemption would not work and the certification 
on a limited basis would not work, that the charters would, but is there 
any other place in the aviation picture that these people who have been 
operating since the end of the World War II could be given some hope 
of staying in business ¢ 

Mr. Tieron. The charter, I think, is the most prominent one that 
comes to my mind right now. 

You have quite a number of specialized services. The present all- 
cargo carriers, of course, were irregular carriers in their beginning 
operations. 

Senator Monronry, There are still a lot of those working in the 
freight field, are there not? 

Mr. Treron. And that is a specialized type of service, that might 
be possible. But the continuation of the tour arrangements, which is 
the field that resort has occupied, all those the Board has available to 
them, and I think that rather than the Board providing for a kind of 
a service that is neither fish nor fowl nor good red herring, which is a 
regularly scheduled service but with a limited amount of it, it would 
be better for both the applicant carriers and the Board itself to search 
further for specialized types of service. 

Senator Monroney. You have named the charter service and the 
resort service and maybe the French service, maybe that is about the 
limitations that you, with all your experience, have been able to name. 

Mr. Tipron. That is correct. 

Senator Monroney. Do you not think anything as dynamic as avia- 
tion must have some possibility for new entries into the passenger- 
carrying field, even on a small basis? I mean, these carriers are not 
going to put Pan American out of business, or TWA, or any of these 
great lines if they fly a limited number of schedules, the complaint 
against All-American was they were getting themselves in a major 
airline business by violation of economic regulations, but then the 
Board came back with the 10-schedule limitation and now finds them- 
selves tied up in court on that, and I think they had tried hard to find 
a way of keeping alive the small-business element of aviation 
and still not be competitive or destructive of the certificated airlines 
that have a beknmettity to maintain satisfactory service to the cer- 
tificated points. 

I think the Board had a problem there that they cannot ignore. If 
they are going to compel a line to serve a point, they cannot let it be 
‘ated completely by noncertificated carriers or by carriers operating 
under exemptions that operate as certificated carriers. 
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Mr. Treron. Your question as to whether, being in a dynamic busi- 
ness like the one that we are in, there should not be availability of a 
new entry into the business—I surely would not challenge that. We 
have had a great deal of new entry into the business, a lot of new 
people. From my own experience, I started out representing 18 
carriers and now represent 49. 

We have constant applications being considered at the Board for 
new entry into the business for regularly scheduled operations and 
that is the line that the Congress has laid down for entry into and 
development of this business, and the only thing we are asking you 
here is, do not destroy a principle which to us has seemed to be—and 
a very important one—and that is the power of the present, certifi- 

‘ated carriers or any certificated carrier in the future to make up his 
own mind with respect to the number of schedules he will operate and 
make up his own mind with respect to the accommodations and equip- 
ment that he is going to provide for the public. 

Our position we hold very strongly i ‘ause it is a policy question 
that we think is of great importance e, as I say, much broader than the 
iregular carrier certification problem which 1 is now before the Board. 
In order to meet what is a problem to the Board now, they are pre- 
pared to ask you to come up and virtually destroy a principle of 
limitation on their powers which is one of the great things of impor- 
tance which we do not think should be done either for that purpose 
or for any other purpose. 

Senator Monroney. Do you have any further questions ? 

Senator SCHOEPPEL, No questions. 

Senator Monroney. Do you have any questions ? 

Mr. Baynton. Mr. Tipton, in this proposed legislation is there any 
grandfather-clause problem that you might see ? 
~ Mr. Tipton. In the legislation that I have seen, that has been intro- 
duced in the past, I saw no grandfather problem in it. There was no 
provision for a grandfather clause or any reference to it. 

This new legisl: ation that the Board brought forward yesterday I 
have just merely had a chance to glance at, and I cannot speak with 
too much assurance about that. 

Senator Monroney. Neither can the committee. As a matter of 
fact, the main purpose of the hearing now is to try to evaluate some 
of the reasons for the suggestion and all, and then maybe consider 
possible investigation for introduction of legislation that eath 
achieve that end and maybe properly safeguard it. 

The committee has that before it. 

Any further questions ? 

Senator Scoorrren. No questions. 

Mr. Baynton. No questions. 

Senator Monronry. Thank you very much, Mr. Tipton. 

Mr. Tirron. Thank you, Mr. Chairman, Senator Schoeppel. 

Senator Monroney. Our next witness is Mr. Ralph Cox, president 
of the Aircoach Transport Association. 

Will you come forward, please? We are glad to have you before 
us, Mr. Cox, and you may proceed in your own way. 
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STATEMENT OF RALPH COX, JR., PRESIDENT, AIRCOACH TRANS. 
PORT ASSOCIATION, ACCOMPANIED BY ALBERT F. BEITEL, 
COUNSEL FOR AIRCOACH TRANSPORT ASSOCIATION 


Mr. Cox. Thank you. 

Mr. Chairman and members of the committee, may name is Ralph 
Cox, Jr., president of the Aircoach Transport Association, a trade asso- 
ciation of supplemental air carriers. We have 30 member carriers 
with a combined fleet totaling 67 aircraft. 

I am also the founder and executive vice president of the United 
States Overseas Airlines which has been operating 13 DC~ aircraft 
i domestic and worldwide. 

In the interest of saving the committee’s time I will summarize my 
prepared statement then comment briefly on a bill proposed by the 
CAB for certification of limited-service carriers. 

Generally speaking we favor legislation that would implement the 
recommendations of the Senate Small Business Committee. My state- 
ment includes quotations from both reports of the Committee on Irreg- 
ular Airlines, one in 1951 under the chairmanship of Senator Spark- 
man, and one in 1953 under the chairmanship of Senator Thye, both 
reports recommend permanent authorization for the irregular air- 








lines. 
The heart of our recommendation is found at the bottom of page 15 
i of my prepared testimony. 


We believe that the recommendations of the two previous studies 
of the Senate Small Business Committee, as well as the current study, 
should be implemented now by legislation. 

Such legislation should first establish permanent operating author- 
ity for all air carriers who have prosecuted their applications on the 
6-year Large Irregular Air Carrier Investigation, Docket No. 5132 of 
the Civil Aeronautics Board. 

As in the case of the trunkline air carriers in 1936 and the feeder 
line and Territorial air carriers more recently, the legislation should 
establish grandfather rights whereby every applicant that has sur- 
vived the 6 years of CAB hearings and investigations should be 
afforded an opportunity to apply within 120 days of the effective 
date of the legislation for permanent operating authority as a licensed 
supplemental air carrier. 

While it does not matter if certificates or another new form of license 
is issued to applicants, the legislation should recognize supplemental 
air carriers as a permanent part of the transportation system of this 
country. The license should authorize 14 trips per month and an 
unlimited number of charter trips in line with Senate Small Business 
Committee recommendations rather than the 10 trips authorized by the 
Civil Aeronautics Board. Our studies have indicated that carriers 
have operated successfully with 12 to 14 trips between 2 points, but at 
10 trips or less the operation is a marginal one. 

I would like to emphasize the final paragraph of my statement which 
gives ample precedent for the kind of congressional action we are 
urging here today. 

Now a word about the CAB bill which was presented yesterday. 

This bill simply falls short of doing what ought to be done. The 
Senate Smal] Business Committee report says that “the record of the 
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Board” in the matter of the irregular carriers “has been confused and 
devious.” 

In our opinion, the CAB bill would perpetuate such confusion. It 
sets up another time-consuming roadblock for an industry that has 
already waited 8 years for formal permanent recognition as the valu- 
able national asset which it truly is. 

It is now 4 years since the Small Business Committee expressed its 
hope that the large irregular case would be resolved within 2 years. 
The case is still up in the air; nothing has been resolved. 

In these 8 long years of uncertainty and confusion many irregular 
carriers have been forced out of business. 

If all we can expect now is another 4 to 8 years of uncertainty and 
confusion, then the supplemental air-carrier industry will undoubt- 
edly pass out of existence. This problem should be resolved once 
and for all. 

The CAB bill fails to do that. We fervently hope and expect any 
legislation passed will follow the lines of the Senate Small Business 
Committee report as suggested in the past. 

I would like to read just page 17, the last page of our presentation. 

Since the Senate Small Business Committee has studied the role of 
the supplemental air carrier over the last 6 years and has a wealth of 
testimony and experience to draw upon, may we respectfully suggest 
that your committee call upon them for their suggestion as to the form 
of legislation that would embody their recommendations. 

May we request, therefore, that the record be kept open for their 
recommendations. 

Senator Monroney. For your information we have requested at the 
opening of these hearings that they file any material they might have 
bearing on this case, on this type of legislation. 

Mr. Cox. I see. 

Gentlemen, you have already granted permanent status to the local 
service airlines and the Territorial acon You are considering 
granting permanent status to the cargo line. My purpose is to urge 
that you grant permanent status by legislation to the other postwar 
airlines, the supplementary air carriers, which are no less worthy of 
permanence. 

Three times in the past Congress has established grandfather rights 
for various categories of air carriers. The original carriers in 1938, 
the local service lines in 1955, and the territorial lines in 1956. Weask 
no more than the same treatment. 

I thank you, sir, and I would like to introduce Mr. Albert Beitel, 
who has been the attorney for the association and handled the case 
before the Board and the courts for the last several years. 

Senator Monroney. Thank you very much, Mr. Cox, for your 
statement. 

Did you have a statement, Mr. Beitel ? 

Mr. Berrev. No, sir; I am here in the event there are any questions 
in connection with the proceedings which I have handled for the 
association. 

Senator Monroney. You heard the testimony of Mr. Tipton for the 
Air Transport Association that it was impossible and futile to try to 
regulate frequency of service in regard to a specialized supplemental 
type of certificate and we would just like to have your comment on that, 
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if that is possible, whether the irregular carriers would be willing to 
limit their service as you propose, I think, here of 14 trips a month 
between 2 given points. 

Mr. Cox. We disagree with that statement, but I think Mr. Beitel 
can shed a little more light than I on that subject. 

Mr. Berrez. I think that the chairman and Mr. Tipton are not un- 
derstanding each other. 

The Civil Aeronautics Board did not attempt to limit the number of 
trips by specifying a number to be operated. In other words, there 
was no attempt made by the Board during the 10 years to put a ceiling 
or a limit on the number of trips which could be operated ; instead the 
Board tried to use words “occasional,” “inrequent,”’ “casual,” “non- 
scheduled,” terms like those, which were subject always to interpreta- 
tion by both the operator and by the Board, and by other persons. It 
was not until the Board issued its decision, first part of the decision in 
Docket 5132, the Large Irregular Carrier Investigation, that the Board 
had attempted to regulate the industry by limiting the number of trips 
and that decision which was reached in December of 1955 provided 
for the first time a limitation on a number of trips. That was the 
10-trip limitation. 

Consequently, Mr. Tipton had something else in mind; he was 
thinking of limiting the number by virtue of describing the character 
of service rather than trying to use a direct number because the Board 
did not in 10 years use that direct number. 

Senator Monronry. I thought in the discussion, I believe Senator 
Schoeppel will bear me out, that he did say it was impossible to regu- 
late as to the type of service, the difference between tourist and first- 
class service, but also as to the frequency of trips, bearing on the more 
recent decision in the CAB on the limitation of ten. 

Mr. Berret. Well, under the more recent decision I do not know of 
any proceeding or any carrier which has been charged with operating 
more than the 10 trips he is permitted in violation of that number. 

Senator Monronry. That was a case where one of the irregular car- 
riers, 1 think, was taken into court on a testing of the validity of the 
10 round irips allowed to the supplemental air carrier and the court 
remanded it to the Civil Aeronautics Board on the basis they had not 
given proper consideration to the need for this extra service. Was 
that it? 

Mr. Berrex. There was the case before the Civil Aeronautics Board 
in which the Board authorized the 10 trips. That case went to the 
court of appeals and the court of appeals reversed the Board. How- 
ever, that mandate has not been issued, so the 10-trip authorization is 
still in existence. 

Senator Monroney. But it is by sufferance only, though? 

Mr. Berrer. Until the Board decides which carriers should be al- 
lowed to operate and makes additional findings which the court 
thinks should be made. That is by virtue of exemption, not by virtue 
of certificate authority. 

Now, there is another case involving the North American opera- 
tions in which North American did go to court and say that the Board’s 
regulations were confused and consequently could not be enforced. 
But that did not involve a limitation in terms of number of trips since 
that was not a 10-trip limitation. 
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The Board has tried only since January of 1956 to limit these car- 
riers by virtue of putting a numerical number of trips in effect. 

Mr. Baynvon. The other case challenging the Board’s authority, 
was that regarding the Board’s findings that North American, Trans- 
American, whichever name it finally became, had vy iolated their 
permit ? 

— Berret. Yes; but that was the old type of regulation on non- 

cheduled operations rather than by a direct number of trips. 

mo Baynton. That is right. 

Mr. Berret. So, the two cases are entirely separate and deal with 
entirely different things, actually. 

Senator Monronry. But the new pattern in the late 1955 decision 
was that they would allow the irregular carriers X number of trips 
and specify those; is that not correct # ? 

Mr. Brirex. That is right; that is the new theory and that is the 
first time it was adopted or tried out by the Board. 

Senator Monroney. And your understanding of it is that the 
Board lost the case in the circuit court of appeals, but by sending the 
appeal to the higher court they will be allowed to fly the 10 schedules? 

Mr. Berren. W ell, the Board lost the case in the court, but by agree- 
ment of all parties the court’s decision has not become final and the 
10 trips remain in effect until the Board determines which carriers 
should be allowed to operate the 10 trips; and at that time it will be 
necessary for the Board either to issue certificates or exemptions, and 
if it issues exemptions it has to make findings in addition to those it 
made before because the court said their findings were insufficient. 

So, while the case has been reversed, the Board is going to have 
an opportunity now to decide which carriers should be allowed to 
operate the 10 trips and what type of authority it should issue to 
these carriers. 

The carriers, of course, prefer the certificate-type authority and 
there is an issue as to whether the Board has authority to issue the 
certificates. 

Senator Monroney. Now, let me ask you, In other words the decision 
applies more or less to the irregular carrier on the number of round 
trips? 

Mr. Berrer. It applied only to the irregular carriers. 

Senator Monroney. But the circuit court held, because of the rights 
of the other certificated carriers, that the CAB would have to desig- 
nate which lines would be able to fly, which irregular carriers would 
be able to fly the number of schedules round trip per month to those 
places ¢ 

Mr. Betrei. No; the court adopted a different viewpoint. The court 
said that the Board had issued exemptions which would permit these 
carriers to operate. Then when the Board permitted the carriers 
to operate 10 trips per month on a scheduled basis, if the carrier 
wanted to operate them, the court said that the Board was moving 
the irregular industry closer to the certificated industry and that it 
was not clear in the Board’s findings of fact why an exemption instead 
of a certificate should have been issued at this time. 

Senator Monroney. I see. 

Mr. Berren. That is the difficulty and that is one of the problems, 
because the examiner has said the Board does not have the authority to 
issue certificates. Judge Prettyman in his opinion said that he 
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thought maybe the Board did have authority and he wants to know 
why they have not tried to use that authority. 

Mr. Baynton. You mean to issue a limited certificate ? 

Mr. Berret. A certificate for 10 trips. 

Mr. Baynron. A limited certificate ? 

Mr. Berrez. Yes, sir; a limited certificate. 

The examiners held that the Board did not have, and Judge Pretty- 
man held they did have authority. If the committee would like, I 
have here a copy of the court’s opinion. 

Senator Monroney. I would like to have that for the record. I 
think it would be wise for us to have it, or even have it printed in 
the hearings. This is the first high court decision on this point; 


is it not? 
Mr. Berrex. That is correct. Petitions for writs of certiorari were 
filed in the Supreme Court and the Supreme Court denied the writ. 


(The court’s opinion is as follows :) 


UNITED STATES COURT OF APPEALS FOR THE DISTRICT OF 
COLUMBIA CIRCUIT 


No. 13044 


AMERICAN AIRLINES, INC., PETITIONER 
NATIONAL AIRLINES, INC., INTERVENOR 


v. 


Ci1vit AERONAUTICS BOARD, RESPONDENT 
CapiTrot AIRWAYS, INC., QUAKER City AIRWAYS INC., 
AIRCOACH TRANSPORT ASSOCIATION, AND INDEPENDENT 
MILITARY AIR TRANSPORT ASSOCIATION, INTERVEN ORS 


No. 13045 
TRANS WORLD AIRLINES, INC., PETITIONER 
v. 
CriviL AERONAUTICS BOARD, RESPONDENT 
No. 13048 
EASTERN AIR LINES, INC., PETITIONER 
v. 
CiviL AERONAUTICS BOARD, RESPONDENT 
No. 13052 
PAN AMERICAN WORLD AIRWAYS, INC., PETITIONER 
v. 
Civit AERONAUTICS BOARD, RESPONDENT 
No. 13054 
DELTA Arr LINES, INC., PETITIONER 
v. 
Civit AERONAUTICS BOARD, RESPONDENT 
No, 13061 
UNITED Arr LINES, INC., PETITIONER 
v. 


Civin AERONAUTICS BOARD, RESPONDENT 
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No. 13063 
CONTINENTAL AIR LINES, INC., PETITIONER 
v. 
Civit AERONAUTICS BOARD, RESPONDENT 
No. 13064 
NORTHWEST AIR LINES, INC., PETITIONER 
v. 
Civit AERONAUTICS BOARD, RESPONDENT 


No. 13068 
ALLEGHENY AIRLINES, INC., ET AL., PETITIONERS 
v. 
CIvIL AERONAUTICS BOARD, RESPONDENT 
No. 13116 
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Mr. Howard C. Westwood, with whom Mr. Clifton J. Stratton, Jr., was on the 
brief for petitioner in No. 13044, argued for all petitioners and for intervenor 
National Airlines, Inc., in No. 13044. Mr. Richard A, Fitzgerald was on the 
brief for intervenor National Airlines, Inc., in No. 13044. 

Mr. John 'F. Floberg for petitioners in No. 13068. Mr. Edward DeGrazia also 
entered an appearance for petitioners in No. 13068. 

Mr. J. D. Feeney, Jr., with whom Messrs. Amos M. Mathews and Thormund A. 
Miller were on the brief, for petitioners in No. 13121. 

Mr. James K. Orimmins was on the brief for petitioner in No. 13045. Mr. 
William Caverly also entered an appearance for petitioner in No. 13045. Mr. W. 
Glen Harlan was on the brief for petitioner in No. 13048. Messrs. Henry J. 
Friendly, Robert C. Barnard and Leon Lipson were on the brief for petitioner in 
No. 13052. Messrs. L. Welch Pogue and James F. Bell were on the brief for 
petitioner in No. 13054. Mr. Robert L. Stern was on the brief for petitioner in 
No. 13061. Mr. James Francis Reilly entered an appearance for petitioner in No. 
13061. Messrs. C. Edward Leasure and Herman F. Scheurer, Jr., were on the 
brief for petitioners in Nos. 13063 and 13064. Messrs. L. Welch Pogue and James 
W. Callison were on the brief for petitioner in No. 13116. Messrs. Robert B. 
Hankins and Macon M,. Arthur were on the brief for petitioner in No. 13117. 
Messrs. Hubert A. Schneider and B. Howell Hill were on the brief for petitioner 
in No. 13118. Mr. Gerald P. O’Grady was on the brief for petitioner in No. 13120. 

Mr. O. D. Ozment, Chief, Litigation and Research Division, Civil Aeronautics 
Board, with whom Mr. Franklin M. Stone, General Counsel, Civil Aeronautics 
Board, Mr. John H. Wanner, Associate General Counsel, Civil Aeronautics Board, 
Messrs. Robert L. Park, Gerald F. Krassa and Henry M. Switkay, Attorneys, Civil 
Aeronautics Board, and Mr. Daniel M. Friedman, Attorney, Department of Jus- 
tice, were on the brief, for respondent. 

Mr. Albert F. Beitel, with whom Mr. John H. Pratt was on the brief, for inter- 
venor Aircoach Transport Association, in No. 13044. Messrs. Albert F. Beitel and 
John H. Pratt entered appearances for intervenor Quaker City Airways, Inc., in 
No. 13044. 

Mr. Coates Lear, with whom Mr. Theodore I. Seamon was on the brief, for 
intervenor Independent Military Air Transport Association, in No. 13044. Messrs. 
Coates Lear and Theodore I. Seamon entered appearances for intervenor Capitol 
Airways, Inc., in No. 13044. 

Before PRETTYMAN, WiLBurR K. MILtErR, and Fany, Circuit Judges. 

PRETTYMAN, Circuit Judge: These are petitions to review an order of the Civil 
Aeronautics Board.’ This order is the latest in a long series dealing with the 
problem of the non-scheduled or irregular air carriers. Petitioners are the cer- 
tificated air carriers and certain railroads. The intervenors in behalf of the re- 
spondents are associations of irregular carriers. The respondent, of course, is 
the Civil Aeronautics Board. It is unnecessary to recite here the background of 
the present controversy. It appears in its various stages in a long line of cases 
before this court and before the Board.” 

The basic requirement heretofore imposed upon the irregular carriers by the 
Board has been that they operate without any reasonable semblance of regularity 
as to schedule or route. The basic change wrought by the present order is to 
remove this requirement of irregularity and to substitute in its place a maximum 
limitation upon the number of round trips permitted per month between any two 
points. The Board accomplishes this objective by granting these carriers an 
exemption under Section 416 (b) of the Act.’ The petitioners contest the validity 
of the order, so far as the present argument is concerned,‘ upon three basic 
grounds: (1) that the Act grants the Board no power to issue such an order; 
(2) that the order is not supported by the findings required by the statute; and 
(3) that the order is beyond the scope of the proceeding. 


2Order E—9744. Technically, a subsequent order, E—9884, denying reconsideration of 
the first order, is also involved. 

2See, e. g., Air Transport Associates vy. Civil Aeronautics Board, 91 U. 8S. App. D. C. 
147, 199 F. 2d 181 (1952), cert. denied, 344 U. S. 922, 97 L. Ed. 710, 73 S. Ct. 386 (1953) ; 
American Air Transport v. Civil Aeronautics Board, 92 U. S. App. D. C. 117, 206 F. 2d 
423 (1953): Eastern Airlines v. Civil Aeronautics Board, 87 U. S. App. D. C. 331, 185 
F. 2d 426 (1950), vacated, 341 U. S. 901, 95 L. Ed. 1341, 71 S. Ct. 613 (1951); New 
England Air Express v. Civil Aeronautics Board, 90 U. S. App. D. C. 215, 194 F. 2d 894 
(1952) ; Large Irregular Carriers, Exemptions, 11 C. A. B. 609 (1950). 

%52 Stat. 1004 (1938), as amended, 49 U. S. C. A. § 496 (b). 

4The petitions for review presented, generally speaking, issues of law and also issues 
requiring examination of the evidentiary record. This record totaled fifty thousand pages. 
By a prehearing order under Rule 38 (k) of the Rules of this Court, the court ordered 
that the issues of law be briefed, argued and decided and that pending such disposition 
the evidentiary issues be reserved. 
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In 1951 the Board instituted a proceeding to determine its future policy with 
regard to Large Irregular Air Carriers.” Some sixty-six applicants were in- 
volved. Two examiners began hearings, in which not only the general problem 
was involved but the individual qualifications of the several applicants were 
treated as issues. Testimony as to about half of the applicants had been pre- 
sented when the Board deferred further hearing on such qualifications and 
directed that the proceeding go forward upon the general questions. The exam- 
iners presented an initial decision. Exceptions to it were filed, and oral argu- 
ment was held before the Board. A-.majority rendered a long opinion and an 
order. Two members dissented. In the order the Board recited that the enforce- 
ment of the certification provisions of the Act (Sections 401 (a),° 404 (a)* and 
405 (e)*) would be an undue burden on the carriers by reason of the limited 
extent of, and the unusual circumstances affecting, the operations of such carriers. 
It ordered that forty-nine of the applicants (naming thenr) be temporarily 
exempted from the certification requirements, subject to certain terms, and that 
each be issued an “Interim Operating Authorization” to terminate sixty duys 
after the Board should dispose of the several individual applications for exemp- 
tion authority. The terms attached to the order were long and in some detail. 
The principal one was that the carrier not engage in more than ten flights in 
the same direction between any single pair of points in any calendar month. 
In respect to this condition the Board said in its order : 

“Whenever, in the judgment of the Board, there is reason to believe that 
the foregoing ten flight limitation is insufficient to confine the operations of 
supplemental air carriers as a class to the rendition of the supplemental 
services for which they are authorized, and that the operations of such 
carriers pose a substantial threat to the stability and soundness of the 
certificated air carrier system, the Board may at any time reopen the pro- 
ceeding and, after notice and opportunity for argument and with or without 
additional evidentiary hearing, make such downward adjustments in the 
maximum flight limitation as the Board may deem necessary or desirable. 
The interim operating authorizations granted by this order are herein e¥- 
pressly conditioned upon and subject to the reserved right of the Board to 
make further limitations, restrictions or modifications of the ten flight 
limitation, including a reduction in the number of such flights, to insure that 
the services remain supplemental.” 

The opinion of the Board makes clear that the ten flights per month may be 
conducted upon the basis of a regular schedule. The opinion also makes clear 
that the Board contemplated that these air carriers could offer unlimited charter 
operations on a plane-load basis in domestic carriage. 

The reasoning of the Board may be summarized. It found that the services 
performed by the irregular carriers, including charter operations, individually 
ticketed coach flights, specialized services, and military air-lift, have proven of 
importance to both the irregular carriers and the public, meeting real needs. It 
concluded that its policy should be directed toward their survival and healthy 
growth. It determined that the services rendered by the irregular carriers could 
not be rendered satisfactorily by the presently certificated carriers, which have 
fixed commitments to route and schedule operation. It found that the elimina- 
tion of the restriction against regularity would help the public and strengthen the 
supplemental carriers, and that it would aid in the administration and enforce- 
ment of regulations. The Board emphasized that it selected the number ten as 
the number of permissible trips by taking into account on an average basis the 
number of permissible trips which might be operated by these carriers under 
heretofore existing regulations. 

The Board turned its particular attention to the suggestion that the new scope 
of supplemental operations would open the door to unlimited competition which 
would affect adversely the certificated carriers. It held that the hard facts 
of economic realism would operate against such a situation, reciting in detail 
the considerations which led to this conclusion. It said it would not permit the 


x 5 to proceeding was known as The Large Irregular Air Carrier Investigation, Docket 
Yo. 5132. 

652 Stat. 987 (1938), as amended, 49 U. S. C. A. § 481 (a). 

752 Stat. 993 (1938), as amended, 49 U. 8. C. A. § 484 (a). 

852 StTavT. 995 (1988), as amended, 49 U. S. C. A. § 485 (e). 
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supplemental carriers to combine and integrate their operations. It said it 
would “underscore for all concerned” that the supplemental carriers are to be 
restricted to needs they are designed to meet and that if they posed a threat 
to the certificated system “they must face up to a prompt and effective diminu- 
tion in the maximum permissible flight frequencies.” 

The Board made a comparatively brief recital in respect to the undue burden 
upon the applicants and the unusual circumstances affecting their operations, a 
matter which we shall discuss in detail hereinafter. The Board reserved deci- 
sion as to the nature and form of the authority to be granted for the supple- 
mental air transportation it contemplated until the completion of the hearings 
upon the qualifications of the individual applicants, in the meantime issuing 
temporary authorization. 

Petitioners vigorously attack the order upon the ground that it is not author- 
ized by the statute. Section 416 (b) (1) reads as follows: 

“The Board, from time to time and to the extent necessary, Nay (except 
as provided in paragraph (2) of this subsection) exempt from the require- 
ments of this title or any provision thereof, or any rule, regulation, term, 
condition, or limitation prescribed thereunder, any air carrier or class of 
air carriers, if it finds that the enforcement of this title or such provision, 
or such rule, regulation, term, condition, or limitation is or would be an 
undue burden on such air carrier or class of air carriers by reason of the 
limited extent of, or unusual circumstances affecting, the operations of such 
air carrier or class of air carriers and is not in the public interest.” 

It is clear that the foregoing provision has two basic parts. In the first place, 
in broad language, it empowers the Board to exempt any class of carriers from 
“any provision” of the statute or “any rule, regulation, term, condition, or limi- 
tation prescribed thereunder.” This is sweeping language. The second basic 
provision in the paragraph is that in order to exert this broad power of exemp- 
tion the Board must find that enforcement of the statutory provision is or would 
be “an undue burden” on the class of carriers by reason of the limited extent 
of, Or unusual circumstances affecting, the operation of such carriers. The 
Board must further find that enforcement of the provision is not in the public 
interest. 

This first point of petitioners is that the Board has no authority to issue this 
order as an exemption order with or without findings such as the ones described 
in the last clause of the quoted section. They say the order, in and of itself, 
is outside the scope of the quoted exemption section. The order, they say, 
represents something the Board cannot do by exemption. Although, as will 
develop, we think another contention dispositive of this proceeding, a ruling 
upon that other contention alone would leave the controversy in a wholly un- 
settled state. The parties have briefed and argued the point now before us, and 
we shall dispose of it. To treat it we must assume arguendo that valid findings 
as to undue burden and public interest are made. 

The petitioners urge that the basic concept of the statute enacted by the Con- 
gress for the regulation of the air industry is of a certificated system. Section 
401 (a) specifically requires that no air carrier shall engage in any air trans- 
portation unless there is in force a certificate issued by the Board. Various 
subsections, notably, inter alia, (d), (f) and (k) of Section 401, make provi- 
sions respecting certificates and certificated carriers. Petitioners say Congress 
did not intend that the Board might, by the use of the exemption provision of 
Section 416 (b), destroy the elaborate basic requirements of the Act for a certifi- 
cated system of airplane carriage. The petitioners are quite correct in that 
contention. Despite the broad language of Section 416(b) we think it is per- 
fectly clear that the Congress did not set up so elaborate a series of provisions 
in respect to the certification of carriers, and the public interest, convenience 
and necessity therein involved, and at the same time grant its administrative 
agency power to destroy those elaborate provisions. We think there is and must 
be a boundary to the authority of the Board under its exemption power to im- 
pinge upon the certificated service. 

But the Board does not disagree with the foregoing. Its position is that a 
sound national transportation system requires, from the standpoints both of the 
normal traveling public and of the national defense, a service supplemental to 
that which is and can be rendered by carriers certificated to routes, schedules 
and services. It declares that the proposed supplemental carriage must not in 
the aggregate jeopardize the certificated carrier system. It says that the main 
and basic transportation system must be a certificated system but that in addition 
there must be a supplemental service. It not only thus declares its position but, 
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as we have seen, it inserted both in its opinion and its order a specific provision 
that, if experience should show that the supplemental operation poses a sub- 
stantial threat to the certificated system, adjustments will be made to prevent 
that result. The position of the Board is a rational one. There is undoubtedly 
a demand for charter service and for extra ticketed service in times of peak 
demand. If there is to be supplemental service rendered, it seems rational that 
supplemental carriers, devoted entirely to that task, should be authorized to 
operate. We accept the declarations of the Board in these respects literally and 
at full face value. In agreeing with its position we do so upon an acceptance of 
its concern for the certificated carriers and its purpose to protect them. We 
believe this is required by the general scheme of the statute. 

The real controversy, then, upon the present point is not whether the Board 
may or may not unduly impinge upon the certificated system by use of the 
exemption power but whether it has in fact done so. Petitioners urge that ten 
flights per month between any pair of points upon a regularly scheduled basis 
are an obvious impingement upon the certificated carrier serving those points. 
The Board did three things in this respect. It found, upon the basis of the evi- 
dence, that such impingement would not be likely to occur. It next announced 
that it would not permit combinations or collusions between the supplemental 
earriers which might in total adversely affect the certificated carriers. And, 
thirdly, as we have already said, it announced that if the results proved different 
from its anticipations it would revise the order to eliminate the adverse effects. 

We think we could not superimpose our judgment upon that of the Board upon 
such an issue, even if we had a judgment different from that of the Board. Ex- 
perience alone will demonstrate the true answer. The Board’s expert opinion is 
that the system it has devised, with its terms and limitations, will not seriously 
conflict with the interests of the certificated carriers. And it goes further and 
says it will insure that such conflict does not ensue. 

In sum it seems to us that the judgment of the Board, that an air service 
supplemental to the certificated services is in the public interest, is a rational 
judgment and one which we must accept; that the finding of the Board that its 
proposed supplemental service will not result in adverse economic effects upon 
the certificated system is a conclusion which the Board is entitled to draw if 
the record supports it with evidence; and that the assurance of the Board that 
it will not hereafter permit adverse economic effects to jeopardize the certificated 
system or to pose a substantial threat to it, should be accepted and respected by 
this court. Having reached that point we then conclude that if the Board 
makes the required findings as to undue burden, its present plan for a supple- 
mental air carriage, effecting no excessive impact upon the certificated system, 
would be within the statutory exemption power (i. e., Section 416 (b)). 

The second main point urged by petitioners is that the Board failed to make 
the findings required by the statute to support the exemption under Section 416 
(b). That section, as we have already noted, requires that the Board find “that 
the enforcement of this title or such provision, or such rule, regulation, term, 
condition, or limitation is or would be an undue burden on such air carrier or 
class of air carriers by reasons of the limited extent of, or unusual circumstances 
affecting, the operations of such air carrier or class of air carriers and is not in 
the public interest.” 

The exemption here involved is from the enforcement of the provision of the 
statute requiring certification. The question therefore is whether the require- 
ment of certification would be an undue burden on this class of air carriers by 
reason of either the limited extent of air operations or unusual circumstances 
affecting their operations ; and whether the requirement that this class of carriers 
be certified is not in the public interest. We find in the opinion of the Board a 
statement that “In these circumstances, very little purpose would be served by 
withholding the enlarged operating authority for what may be a lengthy period, 
and to do so would constitute an undue burden upon the applicants.” But that 
statement does not support a conclusion that an exemption rather than a certifi- 
cation should be granted. It supports a conclusion only that some action should 
be taken promptly. We also find in the order a conclusion stated in the language 
of the statute, but the order contains no findings to support that conclusion. We 
have examined the opinion and the order with care, but we cannot ascertain from 
them what the Board deems to be the limited extent of the operations of the sup- 
plemental carriers which would make a certification an undue burden on the 
carriers, nor can we determine what unusual circumstances affecting the opera- 
tions of the supplemental carriers would make certification an undue burden on 
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these carriers. Neither can we ascertain why the Board is of opinion that the 
certification of these supplemental carriers is not in the public interest. 

We think the Board must make findings in the foregoing respects in order 
that the court, in the exercise of its review function, may determine whether 
the grant of the exemption is within the statutory authority of Section 416 (b). 
It might be that the operating authority granted these carriers should be ex- 
empted from the requirement of Section 401 (f) that the certificate specify the 
terminal points between which the carrier is authorized to engage in air trans- 
portation, or from the required specification of the service to be rendered. We 
do not know whether that is what the Board had in mind. But the question 
before us is not whether the supplemental carriers should be exempted from one 
or more of the subsidiary requirements of certification but whether they should 
be exempted from certification altogether. We repeat we cannot ascertain from 
the opinion or order what undue burden the Board thinks certification would 
be or why it thinks certification of this supplemental service would not be in the 
public interest. We are of opinion, therefore, that the case must be remanded 
in order that the Board may make findings to support the conclusions which the 
statute makes necessary to the exercise of the exemption power. 

We are conscious of the fact that the operating authority issued under the 
order before us is an interim authority, to be effective only until the Board has 
concluded its.consideration of the qualifications of the various applicants. If the 
Board had rested a finding of undue burden upon the fact that the interim for 
which this operating authority is issued is short, whereas the remainder of a 
certification proceeding would be long, we would be close to the ruling of this 
court in the air mail case.’ But we do not understand the Board to rest upon 
the temporary feature of the order. The purport of the discussion in the opinion 
of the Board is that the exemption power may be exercised to accomplish the 
permanent ends it has in mind for these supplemental carriers and does not 
depend upon or revolve about the temporary character of the exemption presently 
authorized. 

The Board says no detailed findings are required, referring to the fact that this 
was a rule-making proceeding and relying upon our opinion in Hastern Airlines 
v. Civil Aeronautics Board.” But Section 416(b) itself requires that the Board 
shall find these conditions to exist, and it is clear that in order for the court to 
determine whether the Board acted within its statutory authority it must know 
what the Board finds. The Hastern Airlines case held only that Section 416 
(b) (1) does not require notice and full hearing and that the proceedings which 
occurred in that case were suflicient to comply with the procedural require- 
ments of the statute. 

In its brief the Board points to various subsidiary findings made by the ex- 
aminers and adopted by the Board.which are factual in respect to the supple- 
mental carriers, such as comparisons between the new limitation and the old 
limitations in the irregular air carrier regulations, the overall financial resources 
and revenues of these carriers, the history of these carriers, the steady worsening 
in their position, and similar facts. But there is nothing to indicate upon what 
facts or findings the Board based its conclusion that a requirement of certification 
would be an undue burden upon these carriers. The opinion and the order leave 
us at a complete loss upon that subject. 

We fully realize that the irregular carriers have been operating under exemp- 
tion authority for many years, and it seems possible, if indeed not probable, that 
the Board has not heretofore stated its conclusions as to undue burden and public 
interest in any more extensive form than it does now. But until now these carriers 
have not operated with any semblance of regularity. They were truly irregular 
carriers, as they were called. Now they are to become supplemental carriers and 
no longer irregular. They are moved much closer to the certificated services. 
The burden of certification is no longer obvious. Moreover we are not referred 
to an adjudication of a challenge to the presence of an undue burden upon the 
irregular operation. There is now before us for adjudication a challenge to the 
burden asserted to exist upon supplemental operation. We think that, if the 
Board can institute a regular supplemental air service without certification and 
merely by exercising the exemption power, it may not do so without first clearly 
meeting the statutory prerequisites to the exercise of that power. 


(D, 6 Gir 10 50). v. Civil Aeronautics Board, — U. 8S. App. D. C. —, 231 F. 2d 483 
CY r. 
10 87 C. 331, 185 F. 2d 426 (1950), vacated, 341 U. S. 901, 95 L. Ed. 


1341, 71 S. “Se ARPS (1951). 
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The Board demonstrated, as we have indicated in the first part of this opinion, 
that the supplemental carriers have a place in the national transportation system 
and that they should be authorized to operate. But the question now under 
consideration is whether they should be authorized by certificates, premised upon 
public convenience and necessity and specifying in some fashion the service which 
such carriers will be obligated to perform, or whether their operation may be 
authorized by a simple exemption from all the certification requirements of the 
statute. To validate an order of exemption the Board must comply with the 
statute; i. e., it must find what the statute requires it to find, not in conclusory 
fashion in the statutory language but in such fashion that a reviewing court can 
test the validity of the finding. 

The petitioners’ third main point is that the order finally issued was not within 
the scope of the proceeding instituted by the Board’s initial orders. We agree 
with the Board upon this point, basing that conclusion upon the view of the order 
here under review which we have heretofore described in this opinion. 

The cases will be remanded for further proceedings. 

Senator Monroney. Senator Schoeppel ? 

Senator ScHorrre.. I would like to ask a question. 

Whom do you represent, Mr. Beitel ? 

Mr. Berrev. I am counsel for the Aircoach Transport Association 
in this proceeding. 

Senator ScnorpreL. What companies make up the Aircoach mem- 
bers? 

Mr. Cox. We just submitted a list. _ 

Senator ScHorrre.. Is the United States Airlines one of them ? 

_ Mr. Cox. The United States Airlines; no, sir; there is a United 
States Overseas with them. 

Senator Scuorpre.. Is the Conner Airlines one of them ? 

Mr. Berret. Yes, I believe Conner is. 

Senator Scuorrret. Is Consolidated one of them ? 

Mr. Berrex. Yes, sir; I think so. 

Senator Scuorrre.. Is Regina Cargo Lines one of them ? 

Mr. Berret. Yes. 

Senator Scuorrret. Is Southern Air Transport one of them ? 

Mr. Berren. Yes, sir. 

Senator ScHorrre.. Is Regina Airlines one of them ? 

Mr. Berren. Yes, sir. 

Senator Scnorrre.. Is Westair Transport one of them ? 

Mr. Berrex. Yes, sir; that is Aviation Corporation of Seattle, it is 
called Westair. 

Senator Scuorpret. Is Great Lakes one of them? 

Mr. Berre. Yes, sir. 

Senator Scnorpret. Is California Air Charter one of them? 

Mr. Berrex. I think so. 

Senator Scnorpret. Is Meteor Air Transport one of them ? 

Mr. Berrev. Meteor Air Transport was but I believe now that 
Meteor is a member of the Independent Military Air Transport 
Association. 

Senator ScuorrreL. Is Coastal Cargo Line one? 

Mr. Berre.. Yes. 

Senator Scnorrre.. Is the SSW one of them ? 

Mr. Berret. Yes, sir. 

¥ ‘ . 

Senator Scuorrret. I remember a number of these companies from 
a number of proceedings in the Senate hearing on S. 2647 before the 
Interstate and Foreign Commerce Committee. 

Senator Monroney. In 1946 or 1947 ? 
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Senator Scuorrret. No, 1954. Do you recall in the spring of 1954 
that the Armed Services Subcommittee held hearings on delinquencies 
in payments of commercial airlines to the military for aviation gaso- 
line and materials which had been sold to these companies named? 

Mr. Berrev. I, myself, did not see the transcripts of the hearings. 
I do not know anything about it. I can get that information for you. 

Senator Scurorpret. Were you representing them at the time ¢ 

Mr. Berren. You see, my representation, Senator, is for the associa- 
tion in this proceeding, Docket 5132, before the Civil Aeronautics 
Board and before the courts. I might explain I practice law inde- 
pendently and handle cases for many clients and the Aircoach Trans- 
port Association is one of them. I do not do all of the legal work 
for the association. 

Senator Scuorrre.. Thank you very much. 

Mr. Berrex. But, I will be glad to answer any questions and obtain 
the necessary information for you, sir. 

Senator Scuorrren. On page 1101 of the proceedings before the 
Senate on S. 2647 in April, May, June, and July, 1954, a number 
of these companies are listed here with delinquencies of thousands 
and thousands of dollars to the Federal Government. 

Mr. Berren. Is that for gasoline that they had purchased at Air 
Force bases in the course of their CAM operations ¢ 

Senator Scuorrre.. I do not know, but the Armed Services Com- 
mittee had quite an extensive hearing on it and that is part of this rec- 
ord and I wish that you would check this record on page 1101 and tell 
me, furnish it to the committee for a part of this record, whether the 
information there is substantially correct as set out in these proceed- 
ings. Of course, I think it is very important. It goes to the char- 
acter and the ability and the integrity of some of these lines who are 
making up your association in their past history. 

Mr. Berrex. I can say that I do know there were disputes between 
the carriers and the military with respect to the amount of money 
which was owed for gasoline which was acquired at military bases and 
over the directives which permitted them to do it. Of course, the 
carriers also maintained that the Government owed them ferry mile- 
age and between the two, there was an offsetting claim. I thought 
most of those matters had been settled with GAO but I will be glad 
to give you a full report. | 

Senator Scuorrret. I wish you would. Now, who are the present 
directors of your association ? 

Mr. Berret. The present directors are Mr. Ralph Cox; Mr. Fred 
Atkins, Central Air Transport; Mr. George Patterson, of Great 
Lakes; Mr. A. J. Averman, of Regina—we just had an election and 
that is the reason for my hesitancy in giving you the members. 

Senator Scuorrrer. Let me ask you this, is Mr. Robinson con- 
nected with one of your companies ? 

Mr. Berret. Mr. H. B. Robinson ? 

Senator ScHoEPrPeL. Yes. 

Mr. Berrex. I believe Mr. H. B. Robinson is or was one of the part- 
ners, I think he still is one of the partners of Peninsular Air Trans- 
port, which is a member of the association. ; 

Senator Scuorrret. Was he a member of the directors? 

Mr. Cox. Not for several years. 
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Mr. Berrev. I do not think Mr. Robinson has been a director for 
some years. 

Senator Scnorepret. Do you recall any other directors ¢ 

Mr. Berrev. The fifth director is Mr. Mansfield from Westair. 

Senator Scuorrret. Let me ask you this. Is Mr. H. B. Robinson 
any longer connected with your association ? 

Mr. Berret. H. B. Robinson is a partner in an airline which is a 
member of the association. 

Mr. Cox. They have not been active for several months though. 

Senator Scuorpre.. Is A. J. Rome a member ? 

Mr. Berrex. No, sir; Mr. Rome is a former employee of the associa- 
tion. 

Senator Scuorrret. Is Robert Jones a member of the directorate 
or connected with these companies ? 

Mr. Berrex. No, sir. He is now a former employee. He was em- 
ployed at one time. 

Senator ScnorrreL. Is George N. Astras, who was then treasurer, 
is he still connected with you? 

Mr. Berret. He is still secretary-treasurer. 

Senator Scnorrre.. George H. Prill, technical director; is he still 
serving ¢ 

Mr. Berre.. No, sir; Mr. Prill is no longer employed by the asso- 
ciation. But, this is the same association that you are referring to 
because I recognize the names of the former employees. 

Senator ScuorpreL. And Kendall Hoyt; is he one of them ? 

Mr. Berrex. No, sir. 

Senator Scuorrren. Is Mr. Morrow connected with you? 

Mr. Beriret. Mr. Morrow was a director but when Meteor joined 
the Independent Military Air Transport Association he, of course, 
disassociated himself from the Aircoach Transport Association. 

Senator ScnorpreL. Weren’t the carriers in the North American 
Combine members of the Aircoach Transport Asssociation ? 

Mr. Berrex. Yes, sir. 

Senator Scnorrren. They still are, are they not? 

Mr. Berrex. To the best of my knowledge, they are; yes. 

Senator Scuorrren. That is the organization that the CAB had a 
series of proceedings against for intentional, flagrant violations of 
the Civil Aeronautics Act; is that not true? 

Mr. Berret. Yes, sir; that is the case that is now on appeal. 

Senator ScHorrpreL. Now, was Air America also a member of the 
association ? 

Mr. Berrer. Yes, Air America was. 

Senator Scuorrret. Now, wasn’t Air America’s operating authority 
similarly revoked by the CAB for intentional and flagrant violations 
of the act by flying regularly scheduled operations without permission 
of the Board ¢ 

Mr. Berrer. The examiner in that proceeding had recommended 
that the license not be revoked by that one particular stockholder dis- 
pose of his stock and that agreement has been worked out with the 
Enforcement Section of the Board in Air America’s case. But the 
stockholder refused to go through with the agreement and, conse- 
quently, the letter was revoked. 

Senator Scnorrren. It was revoked, however? 
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Mr. Betre. Yes, sir; but I thought I would explain that the flagrant 
violations were not such they could not have been settled if the voting 
trust that had been agreed upon had been created. I was counsel in 
that particular case during the trial of that proceeding and that is the 
reason I am familiar with the background. 

Senator Scuorrre,.. Was Arthur Curry connected with Aircoach 
Transport ? 

Mr. Berrex. I do not know, sir. There is a Curry Air Transport. 
T do not know if there is an Arthur Curry connected with it. Would 
you like me to obtain that information for you? 

Senator Scnorrret. Yes. I wish you would, please. If you can 
furnish that information, I would appreciate it for the record here. 

Now, I wonder for the record, I think you have answered that you 
do not know whether Curry Air Transport and Great Lakes Airlines 
were members of the transport group here in 1954? 

Mr. Berret. They were in 1954 and they still are today. 

Senator Scuorrrsi. They still are? 

Mr. Berrex. Yes. 

Senator Scuorrret. Now, the CAB has enforced proceedings 
against them, have they not ? 

Mr. Berrex. There has been a complaint filed against them in a pro- 
ceeding and a proceeding of some sort started but has never been 
concluded. 

Senator Scnorpret. Do you know very much about the Great Lakes 
group? Did you represent them ? 

Mr. Berrex. No, sir; I did not. 

Senator Scnorrrre:. Can you find out for me and supply it for the 
record whether the Great Lakes carrier group admitted in a CAB 
enforcement proceedings that they maintained secret bank accounts 
for the express purpose of evading creditors ? 

Mr. Berren. I can tell you now, sir, that I read a report which I 
understand is an accurate report of a partial transcript in Docket 
5132 in this hearing in this case we are discussing and in that particu- 
lar case, one of the officers of Great Lakes did admit that a bank 
account was maintained and it was described as a secret bank account. 

Senator Scnorrre.. It was so demarcated and found to be a secret 
bank account; was it not ? 

Mr. Berren. It was so admitted, I think, by the witness on the stand; 
yes, sir. I do not know the purpose of it, but I am happy to report 
to you that the transcript does contain the statement. 

enator SCHOEPPEL. Do you have in the record now or can you 
furnish the names of the present officers of ACTA for us? 

Mr. Berrex. The Aircoach Transport Association ? 

Senator Scnorrren. Yes. 

Mr. Berrev. I can give it to you. Mr. Cox is president and can give 
it to you right now. 

Senator Scuorrrsy. I think we ought to have that for the record. 

Mr. Cox. We have Mr. Astras—— 

Senator Scuorrre. (interposing). You just recently had a new 
election of officers ? 

Mr. Cox. Yes. . 

Senator Scuorpret. I think it would be helpful if you could furnish 
this list for the committee. 
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Mr. Cox. Do you want it in writing or do you want me to give it 
offhand ¢ 

Senator Scnorpre.. If you have it, now. 

Mr. Cox. Well, there is vice president of operations, S. E. Spicher; 
vice president of sales, Irving Mansfield; vice president of finance, 
A. J. Averman; secretary-treasurer, George N. Astras, and I am 
president of the association. 

Senator Scnorrret. Has Mr. Langdon Marvin ever worked for the 
ACTA? 

Mr. Cox. Has he worked for them ? 

Senator ScHorrreL. Yes, or any members of the association here 
in Washington ? 

Mr. Cox. I do not think he has worked for them. I think he has 
been a consultant at times for them. He has not worked for them. 

Senator Scnorrret. What were his duties, do you know? 

Mr. Cox. I do not think he had any duties—they would have been 
economic research. 

Senator Scuoerren. Just on a consulting capacity basis? 

Mr. Cox. Yes. 

Senator ScHorrre,. Thank you very much. That is all. 

Senator Monroney. Senator Smathers ? 

Senator Smatruers. No question. 

Mr. Baynton. I have some questions, Mr. Chairman. 

Your suggestion would involve grandfather rights? 

Mr. Cox. Yes, sir. 

Mr. Baynton. I believe you said you had 30 members? 

Mr. Cox. Correct. 

Mr. Baynton. How many of those members would receive grand- 
father rights under your proposal ? 

Mr. Cox. We would propose that all that have been in the proceed- 
ings and have been prosecuting their rights or their desires under the 
5132 case, all those that have been in that proceeding be given grand- 
father rights, except those that have been convicted of safety viola- 
tions, unless they were cleared. 

Mr. Baynton. As I recall the proceedings, about 18 were recom- 
mended for approval by the examiners. Can you give us approxi- 
mately how many were involved in proceedings as against that 18? 

Mr. Cox. Against the 18? 

Mr. Berre.. If I may answer that question, there were originally 
some 100 carriers. At the time the case started, there were some 
60 carriers. At the present time there are approximately 38 car- 
riers. 

Mr. Baynton. You would say about 38 carriers out of which the 
examiners recommended that 18 be given 

Mr. Berret. That is right. I do not recall the 18 figure but I am 
quite sure that is right. 

Mr. Baynton. Without too much detail, could you, for the record, 
tell us why it was cut down tothe 18? 

Mr. Brtre.. Yes, sir, there are several reasons. One would be the 
failure of a carrier to prosecute its application in the case. For ex- 
ample, Royal Air Service, which did not present any evidence or tes- 
timony when his case was called in Docket 5132. Another reason that 
the examiners gave in their initial decision was the financial inability 
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or the apparent financial inability of a carrier to operate; that is, 
lack of adequate financial resources. 

A third reason that was given was the violation of previously ex- 
isting regulations which, in the opinion of the examiners, rendered 
a carrier unfit or unqualified to operate as a supplemental carrier. 

The fourth was the pendency of enforcement proceedings against 
a carrier, 

I might state that there were two initial decisions given by the 
examiners and in the course of the case, the examiners changed their 
opinions as to some and in the second decision found carriers qualified 
which originally they had found not qualified. 

Mr. Baynton. The figures you gave a little earlier, 38 as against 
18, would that be from the final findings of the examiners / 

Mr. Berret. That would be under the second initial decision. 

Mr. Baynron. Under the proposition that you gentlemen proposed 
here today, then, I presume all 38 of those carriers would receive 
grandfather rights with a possible exception of maybe the line that 
did not prosecute its application ? 

Mr. Berrer. Yes. There was more than one such line. I would 
say that under a grandfather provision you must select a certain 
date and if you select a date, carriers engaged in business as of a cer- 
tain time, then you would include all of them. 

Mr. Baynton. Maybe I misunderstood your proposal. I thought 
that it be applied to the carriers involved in the proceeding. 

Mr. Berre.. That is correct. The proposal would include the car- 
riers who had authority from the Board and had continued to prose- 
cute their applications, so that would include practically all of the 
38. It make not include some who did not prosecute during the 
second phase of the case. 

Mr. Baynton. So that the Board apparently found 18 out of 38 
qualified ¢ 

Mr. Berre.. No, sir; the Board has never yet tried to decide whether 
a carrier is’ qualified or not. The Board’s two examiners did. Of 
course, there is dispute between the parties in the case as to what 
qualification you have to meet to be a supplemental carrier. Some 
of the parties contend you should meet the same qualifications for 
supplemental carrier’s authorization as you should for a regular cer- 
tificate. Others contend that they should be different. 

Then the question of the violation is another problem. The Senate 
Small Business Committee said this in 1951. It said: 

In selecting carriers the Board should not consider the matter of past viola- 
tions of section 292.1 which resulted from greater regularity or frequency than 
may have been considered allowable at that time. Your committee believes that 
the record of the Board in this matter has been confused and devious. Your 
committee does not want to imply any approval of violations of regulations. 
But it finds itself in strong disagreement with the Board’s admitted policy of 
banishing all large irregulars on the grounds that they are willful violators 
of a regulation that seems clearly unreasonable. 

Now, the Board has not yet determined what, if any, weight should 
be given to past violations of economic regulations. The examiners 
would give a certain weight to it; Bureau Counsel would give dif- 
ferent weight but the Board itself has never yet determined that. 

Mr. Baynron. Didn’t the Board in one sense determine that in the 
Trans-American Airlines case ? 
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Mr. Berret. The Board has revoked letters of registration for vio- 
lation of the Board’s regulations but those are proceedings i in which 
the Board has proceeded against the carrier as an individual, In 
Docket 5182, the carriers are all applicants and one of the questions 
is, If a carr ier was found to have violated the act in the past, should 
that carrier for that reason be found not qualified to operate as a 
supplemental carrier? Or, should the Board issue a license and then, 
if the carrier does not comply with the rules, take the license away 
in a proceeding against that individual carrier ¢ 

I can give you one example. In the case of Great Lakes Airlines, 
the examiners originally recommended that Great Lakes should not be 
considered a supplemental carrier and should not be considered quali- 
fied because a charge had been brought against Great Lakes. They 
went so far as to say that merely a charge of a violation would be 
sufficient to keep a carrier out of this new classification. 

The Board, however, had that urged upon it when it decided the 
first part of the case in December 1955 and the Board refused to go 
along with that. The only thing the Board said with respect to past 
violations was that the Board would not permit any carrier to operate 
under the 10-trip rule if the Board had specifically revoked that 
carrier’s operating authority in the past. But all others were per- 
mitted to operate under the 10-trip rule, even though there had been 
past charges of violations. 

Mr. Baynton. So that the Board would act if there were actual 
proved violations rather than merely a charge? 

Mr. Berrex. I would think so. The Board does not want to con- 
sider persons guilty until they are proved guilty. 

Mr. Baynrton. I would agree with that. But, to make sure that I 
understand, your proposal that was testified to here would grant 
grandfather clauses to people that were inv olved in this case? 

Mr. Berrev. The people who were involved in this case and who 
still have their applications pending: disposition in the case; yes, sir. 

Mr. Baynton. Who are still in the case? 

Mr. Berret. Yes, sir; still in the case. 

Mr. Baynron. And with no other qualifications except what the 
Board would have to find if they issued certificates? 

Mr. Berret. You might want to put in a qualification. I do not 
think this exists but there might be some carrier, for example, who 
had an air-carrier-operating certificate revoked for safety reasons. 
I do not think that the Congress would want to direct the Board to 
issue a certificate to that carrier. I think there would have to be a 
qualification along that line with respect to safety violations, although 
that may not exist in this case. I have not analyzed it from that 
standpoint. 

Senator Scuorrret. Mr. Baynton, would you yield at that point? 

Mr. Baynron. Yes, sir. 

Senator ScHorrrent. Mr. Beitel, would you say if a finding was 
made by a United States district court for fraud and perjury, which 
went far beyond the charge, do you think that should be taken into 
consideration against some of these applicants? 

Mr. Berre.. No, sir; I do not think so for this reason: Similar find- 
ings of fraud and perjury were made in the case of Colonial Airlines, 
which holds a certificate, and those fraud and perjury matters were 
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handled not in cases involving certificates with the Civil Aeronautics 
Board but in cases where they had proper jurisdiction, in the district 
court. 

Senator Scuorrret. Would flagrant and repeated violations and 
coverups and failures to report, concealing bank accounts and de- 
frauding creditors, do you mean to tell me as an attorney here—you 
are coming before a responsible committee of the United States Senate 
and saying that the Board should not take that kind of conduct into 
consideration? I would like to get you on record on that if you hon- 
estly believe that. 

r. Berrex. That type of conduct is exactly what took place with 
ne Airlines, which held a certificate from the Civil Aeronautics 
oard. 

Senator Scuorrrer. They cleaned house, too, did they not ? 

Mr. Berret. The Board did not refuse to issue Colonial a certifi- 
cate of convenience and necessity when that carrier was an applicant 
and the public interest required that the carrier provide a certain 
service. The Board did, however, with the cooperation of the Justice 
Department, take strong and vigorous action where the proper juris- 
diction lay and they did clean house. And a house that has that kind 
of situation in it, Senator, should be cleaned. There is no doubt 
about it. 

Senator Scuorrret. I would think so. 

Mr. Berret. But I sometimes think it is possible to clean the house 
without burning it down. 

Senator Scuorrret. Thank you, Mr. Baynton. 

Mr. Baynton. Thank you, Senator. 

Along with your request of Mr. Cox for the members and directors 
of the association, I wonder if you would supply for the record, Mr. 
Cox, at your convenience, not only the names of those officials, but 
their affiliates, the company they are affiliated with. 

Mr. Cox. I can do that right now. All right, I will supply it. 

(The following supplementary information was submitted by 
ACTA representatives :) 

Morris, PEARCE, GARDNER & PRATT, 
Washington, D. C., April 15, 1957. 
Hon. ANDREW F.. SCHOEPPEL, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR ScHOEPPEL: In the course of the hearing held before the Sub- 
committee on Aviation of the Interstate and Foreign Commerce Committee of 
the Senate, on April 5, 1957, you requested that I supply certain information 
for the record. First, you requested that I give you a report with respect 
to the question of claims against certain companies listed on page 1101 of the 
proceedings before the Senate on S. 2647 in April, May, June, and July 1954. 

Page 1101 of the proceedings is a reprint from an article appearing in the 
American Aviation Daily of March 29, 1954. If I had understood that you 
were quoting from an old article in the Aviation Daily, rather than from the 
transcript of the hearings before the Armed Services Subcommittee, I would 
have been sufficiently orientated to answer your question at that time. 

As the article in question states, the Air Force was the first to admit that 
there were errors and prior to July 1953, according to the article, the Air 
Force did not even know who owed it money. Apparently the amounts shown 
on page 1101 of the proceedings are inaccurate and the article is not substan- 
tially correct. 

The officers of the association advise me, however, that some of the carriers 
listed on page 1101 did owe some money for gasoline supplied by the Air Force 
for which they had not been billed. When proper bills in accurate amounts 
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were submitted to the active member earriers of ACTA, the Air Force was 
paid. 

Of course, we have no way of ascertaining whether companies like Pan 
American, United States Airlines, and other certificated and noncertificated 
companies listed on page 1101, paid the amounts which they were alleged to 
have owed. 

The second question which you asked me was whether Arthur Currey was 
connected with Currey Air Transport. I am informed by counsel for Currey 
Air Transport that Arthur Currey is the president of Currey Air Transport. 
According to the initial decision of the examiners in CAB docket 5132, he is 
also a stockholder of Currey Air Transport. 

Sincerely yours, 
ALBERT F. BEIret. 


Senator Monroney. Do you have any further questions? 

Senator Scuorrret. None. 

Senator Monroney. I would like to put in the record several things 
on this supplemental service. 

First, t have a covering letter addressed to the chairman, giving 
a copy of a letter addressed to the Honorable George Smathers, a 
member of the committee, regarding the seat situation and seasonal 
air travel problem in Florida from Capt. Eddie Rickenbacker. 

Senator Smaruers. He is chairman of the board. 

Senator Monroney. Chairman of the board of Eastern Air Lines. 

Senator Smaruers. Mr. Chairman, I have no objection to that if 
the record will also include the original letter or copy of the original 
letter which I wrote to the CAB and to which this letter of Captain 
Rickenbacker is a response. 

Senator Monronery. Yes, sir; that will be done and your office can 
supply the committee with that to include with it. 

(The correspondence referred to is as follows :) 


EASTERN AIR LINES, 
New York, N. Y., March 8, 1957. 
Hon. Grorce SMATHERS, 
United States Senator, Senate Office Building, 
Washington, D.C. 

My Dear Senator: Thank you for sending me a copy of your recent letter to 
the Chairman of the CAB on the matter of “the seasonal travel problem.” 

I think you will agree that the figures on Eastern’s current Florida opera- 
tions supplied in response to your request by our vice president, Jack Frost— 
and another copy of his letter is attached—point up a different type of seasonal 
travel problem, insofar as Florida is concerned, than the type of problem you 
had in mind. 

Eastern is currently operating about 5,600 empty seats each day to and from 
Florida. We are achieving only about a 60-percent load factor in the peak 
season on these services which are supposed to be our high-load-factor services. 
We are now operating 35 percent more seats to and from Florida than a year 
ago. We are operating 45 percent more empty seats to and from Florida than 
a year ago. And our expenses are increasing at a far greater rate than 
revenues. 

I want to emphasize Jack Frost’s comment that the present Florida seasonal 
travel problem is to fill some of the empty seats which we are now operating 
to and from Florida. 

I am sincerely alarmed by the suggestion of a new flexible method of certifi- 
cation under which, for example, Florida’s carriers would operate transconti- 
nentally in the summer and, in the winter, transcontinental carriers would be 
certificated to serve Florida markets. 

The important factors which have been overlooked in the suggestion of a 
flexible system of certification are responsibility and opportunity. That sug- 
gestion would literally destroy those two basic pillars of this Nation’s air trans- 
portation system. 
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Eastern Air Lines has assumed the responsibility of providing adequate air 
service to and from Florida. 

Eastern Air Lines could not have done so unless it had been assured of a fair 
opportunity to serve Florida’s needs. Without assured opportunity, no airline 
eould secure necessary capital, equipment or employees to maintain an adequate 
air transportation system. That is true of all airline markets. 

It is particularly true in the case of the carriers serving Florida. If they 
are to carry the responsibility for providing Florida summer service and de- 
veloping Florida’s off-season business, they must have the opportunity to serve 
the winter business, as well. 

A flexible system of certification actually would simply create a windblown 
web of gypsy air carriers chasing fair-weather traffic on a seasonal basis. None 
would have any assigned responsibilities or obligations. None would have any 
assured opportunities. The air transportation system would immediately de- 
generate into nothingness. And our own State of Florida would be served only 
by air transportation “snowbirds.” 

The suggestion of a flexible system of certification has already had serious 
repercussions. The fact that it would be discussed by a distinguished member 
of the Senate Commerce Committee, who also. serves on the Aviation Sub- 
committee, is alarming. 

Doubtless you have noted the recent heavy drop in the market prices of air- 
line securities and particularly of the securities of the carriers serving our 
State. The financial markets are naturally sensitive to proposals which would 
undermine the stability of the air transportation industry at the very time that 
they must énlist capital to aid their expansion into jet power. 

Your comment on the use of a supplemental carrier on a temporary basis has 
also been noted. - Several noncertificated carriers are now authorized to provide 
supplemental service to and from Florida. However, the Florida markets are 
now being so well served by the certificated carriers that only one noncertificated 
carrier is operating any appreciable service and that is experiencing loads which 
decline every day. 

T am certain that, in view of the new equipment programs of the cetificated 
carriers, the supplemental carriers will soon cease to be a significant factor in 
the Florida markets. The certificated carriers simply are doing too good a job 
to leave any economic sustenance for any supplemental operations of any size. 

Your letter to the Chairman of the CAB indicates that you have not been 
fully informed as to the facts. 

Actually, the air service facilities now available are far greater than the de- 
mands, and the reverse is not the case, as your letter would seem to indicate. 

The 5,600 empty seats which we are operating daily to and from Florida now 
reflect far more available facilities than demands. And, in addition, other car- 
riers are operating comparable numbers of empty seats to and from Florida. 

I might use one specific example to illustrate, dramatically, the great avail- 
ability of facilities. You have mentioned St. Louis-Miami in your letter as a 
situation in which demands “are greater at this time of the year than the com- 
bined facilities of the present certificated airlines can satisfactorily meet.” One 
of your colleagues on the Commerce Committee, Senator Symington, has often 
expressed an interest in the St. Louis-Miami service. 

In response to expressions from him and other leading citizens of the St. 
Louis area that still more additional service was needed, and in the normal 
course of our reequipment program, we are now operating two roundtrip non- 
stop flights between St. Louis and Miami daily, in addition to other through- 
plane express service with four-engine equipment. 

The two roundtrip nonstop St. Louis-Miami flights—a first-class Golden 
Falcon and a Super Constellation day aircoach—offer 316 conveniently timed 
seats per day. Right now, at our winter peak, only 139 of those seats are being 
occupied, and we are operating those 2 roundtrip flights with a 39-percent load 
factor southbound, and a 49-percent load factor northbound, and with 177 daily 
empty seats in nonstop service between St. Louis and Miami. 

The empty-seat figures which we have given you, and those which you have 
seen for Eastern Air Lines from time to time, reflect only those empty seats 
which are actually available for sale, and which are not sold or occupied. When 
Eastern Air Lines seats are held for weight because of fuel or cargo require- 
ments, the number is subtracted from the number of seats available, and thus, 
from the number of empty seats which otherwise would be reported. 
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Nor do the figures on empty seats for Hastern reflect inconvenient flights. 
Actually, one of the most attractive departures for New York-Florida service 
is around midnight, permitting connections with southbound early morning inter- 
national flights out of Miami. For many years, we successfully operated a first- 
class flight from New York to Miami with an approximate midnight departure. 
Today, similar service is operated at low-cost night aircoach fares. 

We. have found that many Florida tourists prefer night flights because by 
travel at night they are able to have two additional days in Florida ; and, similarly, 
many businessmen travel at night to save daytime working hours. 

Nor do missed connections affect the number of empty seats reported. The air 
carriers almost never lose Florida passengers bécause of missed connections. 
With the great frequency of air service to and from Florida, passengers missing 
connections simply go via the next available flight. Thus, there are no empty 
seats due to missed connections in the long run. 

Further, a check of our principal New York to Miami flights for January 1957 
shows that only about 1 percent of the total number of seats operated was 
affected by passengers missing connections and January, as you know, was a 
terrible weather month. 

The idea that some carriers which have summer peaks might have available 
equipment and personnel for use in the winter-peak markets, and vice versa, is 
not new. Even prior to World War II, Eastern leased the aircraft and used the 
personnel of transcontinental carriers in the winter and, in the summer, recipro- 
cated by leasing aircraft and loaning personnel to the transcontinental carriers. 
Shortly after the war, we did the same thing. 

However, you may recall the recession in airline traffic in 1947 and there 
was only very gradual growth until the Korean war. During that interval, the 
transcontinental carriers had no interest in leasing Hastern’s equipment in the 
summer, and we had little use for the equipment. or personnel of the transconti- 
nental carriers in the winter. 

During the period from the Korean war until this winter, there was practically 
no equipment available for lease at any time of the year. During that time, 
none of the transcontinental carriers had any equipment which they could lease 
to us for winter use. We tried them all. 

As a matter of fact, during this entire period, the only carrier which was able 
to lease us any equipment for winter use, at any time, was Pan American. We 
had a reciprocal lease with Pan American covering two 4-engine aircraft and 
we used 2 Pan American aircraft in our Florida operations in the winter of 
1954-55 and again in the winter of 1955-56. Even Pan American was never 
able to let us have more than two airplanes. 

Pan American used two Eastern aircraft in the summer of 1955 but, in the 
summer of 1956, our aircraft procurement program not having progressed as 
rapidly as we had hoped, Pan American agreed to accept a money payment in 
lieu of the use of our aircraft last summer. 

Actually, in our experience, the claims that other carriers could or would 
make available for lease aircraft for additional winter service to Florida have 
proved ephemeral. Our experience with Pan American provides an excellent, 
but relatively typical, example of this. 

You will recall, in their testimony before the CAB, Pan American pleaded 
their case on the availability of enough spare equipment to operate 11 schedules 
a day between the Northeast and Miami. While the hearings were going on 
spokesmen for that company stated publicly that Pan American had “idle crews 
and personnel lying around” which could be used on the Florida route at great 
advantage to the taxpayers. 

Off the witness stand, however, it may be revealing to know that when both 
Eastern and National repeatedly offered to lease any available Pan American 
aircraft, that company advised us that they had no such aircraft available. 

This winter, 1956-57, Pan American had no aircraft which it could make 
available to us for Florida use. But, for the first time in more than 7 years, 
other carriers did have some equipment available. Our equipment program 
not being complete, we leased twelve 4-engine aircraft for winter use and we 
are also using some of the personnel of other carriers during the winter season. 

We were able to make our plans for our Florida winter program because we 
knew we had the responsibility of serving Florida, and that we would have 
the opportunity to serve Florida. Though we have met the responsibility, we 
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find that we have actually overestimated the opportunities. But without the 
combination of both, neither we, nor any other company, could plan for, or 
provide for, adequate air transportation to and from Florida. 

Bastern’s $425 million equipment program is only 16.7 percent complete. We 
have already taken delivery on 20 Douglas DC-7B Golden Falcons and 10 
L-1049G Constellations fitted with the luxurious Golden Falcon first-class in- 
terior. This spring we are taking delivery on 20 Convair 440, 44-passenger-seat 
aireraft. These new aircraft will not only enable us to further improve the 
city-to-city Florida service, but they will also permit us to release more four- 
engine equipment for the North-to-Florida express routes. 

Later this year and in 1958 we will take delivery on 30 additional DC-—7B’s, and 
20 of those will have aircoach configuration. Beginning in 1958, and continuing 
into 1959, Eastern will receive 40 Lockheed BPlectra turboprop aircraft, and we 
hold an option on 35 additional Electras. Finally, in 1960, we will take delivery 
on 20 DC-8 straight jets, and we hold an option on 8 additional straight jets. 

The aircraft for which we are committed, and which are yet to be delivered, will 
provide a total capacity 2% times greater than the capacity of Eastern’s present 
fleet. The aircraft on option would provide further capacity. 

Senator, we in Eastern Air Lines have literally mortgaged our working lives 
and our lifetime savings to provide Florida adequate year-round air transporta- 
tion. It is believed we are doing a good job not only of serving Florida’s winter 
business but in developing and promoting Florida’s off-season summer business. 

Actually, there has been no greater benefit or stimulus to the economy of our 
good State of Florida than the $35 million which Eastern has spent in advertising 
and sales promotion since the war to develop Florida into a year-round resort 
and tourist attraction. 

Please be assured, Senator, that Eastern Air Lines will continue to combine all 
the resources of its management, stockholders, and employees, who now number 
some 15,000, with about 6,800 in Florida, to meet the aif transportation needs of 
Florida. 

We are confident that our equipment commitments assure more than adequate 
Florida service. But if they do not, and if other carriers have equipment which 
can be economically and efficiently used in Florida’s winter service, we will lease 
that equipment to continue to meet fully Florida’s needs. 

It should be emphasized, however, that we cannot effectively assume responsi- 
bility to serve Florida unless we are assured of the opportunity to serve Florida. 
The recent round of Civil Aeronautics Board cases, by the imposition of cumula- 
tive competition over Eastern’s principal routes, has already severely damaged 
our opportunities. 

Any program of “flexible certification” would necessarily cut away our oppor- 
tunities and make them impossibly indefinite and uncertain, and would inevitably 
destroy us and any carriers which attempted to serve Florida traffic on that basis. 

I note a copy of your letter was sent to Senator A. S. Mike Monroney, and I am 
taking the liberty also of sending copy of this letter to him. 

I also note that you have suggested a discussion of the matter by members of 
the Civil Aeronautics Board and members of the Aviation Subcommittee of the 
Senate sometime this month or next month. Because of the vital interest of 
Eastern Air Lines in the subject matter, I would like to respectfully request that 
I be allowed to be present at any such discussions, because I am sure that I can 
supply you and the Civil Aeronautics Board with facts which you otherwise would 
not have available. 

Sincerely, 
E. V. RicKENBACKER, Chairman of the Board. 


Fesrvuary 8, 1957. 
Hon. JAMES DURFER, 
Chairman, Civil Aeronautics Board, 
Department of Commerce Building, Washington, D. C. 


Dear Mr. CHAIRMAN: The great pressure of travel from the North and Mid- 
west to Florida at this time of year once again emphasizes the need for a new 
approach in solving the seasonal travel problem. This problem was graphically 
and tragically brought to the attention of all of us when the Northeast DC-6 
plane, crowded with 101 persons aboard, crashed en route to Florida. 
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I have just concluded a survey of most of the cities of our State which today 
enjoy airline service, in an effort to determine whether or not they feel that the 
present service they are receiving is adequate. While the responses were not 
unanimous and some of them spoke of recent improvements, nonetheless the 
great preponderance of answers state that not only was present service in and 
out of the State during the winter season inadequate, but in most instances 
grossly inadequate. Recent tragic crashes demonstrate that the problem of try- 
ing to meet peak travel demands is directly related to the problem of safety 
and that it, too, is a proper subject to be considered along with the problem of 
inadequate air transportation. 

I do not believe that this inadequate service can be either fully or partially 
blamed on those airlines which are presently serving Florida. In my judg- 
ment, they are rendering yeoman service in utilizing their equipment, pilots, 
and personnel to the fullest extent and generally are running a very efficient 
operation under the circumstances. Bastern and National Airlines deserve a 
great measure of credit for the large amount of traffic we now have to and from 
Florida, for, through their advertising, they have to a considerable extent in- 
terested vast numbers of people in coming to Florida. The fact remains, how- 
ever, that demands for travel to and from the New York, Philadelphia, Chicago, 
and St. Louis areas into the St. Petersburg, Tampa, Orlando, Palm Beach, and 
Miami areas are greater at this time of the year than the combined facilities of 
the present certificated airlines can satisfactorily meet. The recent certifica- 
tion of Northeast Airlines to fly from the New York area to Florida, in my judg- 
ment, will not materially ease the pressure nor answer the problem, for it is 
rather well established that Northeast has but little equipment at the present 
time and the prospect of their getting large amounts of equipment is in the 
somewhat indefinite future. 

At the present time Eastern and National are leasing planes from other air- 
lines and engaging in interchange activities; and while this has been helpful, it 
has not solved the problem. The lack of service, particularly to the west-coast 
area (Tampa-St. Petersburg) and to the central area (Orlando) is, in fact, so 
far behind the demand that it is holding back the development and growth of 
those areas of our State. The demand for travel to all parts of Florida has 
reached such proportions that the entire State will suffer unless the CAB adopts 
a new approach to this problem of seasonal air travel. 

Now, I fully appreciate that these airlines can, through their statistics, prove 
all kinds of things. I have seen some of their statistical conclusions and know 
that they indicate that there are quite a number of empty seats, particularly 
into the Miami area. However, what these statistics do not show is why these 
seats are empty. They do not show that frequently, because of weight factors 
resulting from fuel requirements in bad weather and urgent cargo necessities, 
the seats could not be sold anyway. Neither do they show that these empty 
seats occur on a flight whose takeoff time or arrival time is such that the 
traveling public is greatly inconvenienced thereby and hence do not ride at 
these odd times. 

Nor do they reveal that sometimes, by reason of missed connections and bad 
timing, the scheduled passengers are unable to get aboard by departure time. 
The statistics which I would like to see are those showing how many persons 
sought passage on certain flights and were told it was full or to wait 2 or 3 
weeks, This type of statistic would more accurately reflect the number of pas- 
sengers available and the need for a new approach. 

In contemplating the possible solutions to this air-travel problem, the thought 
occurs to me that the CAB might be able to solve the problem by discarding its 
lifelong rigid certification system and adopting a new flexible method of certifi- 
cation. The travel demands into the various areas of the country fluctuate with 
the seasons. For example, the heavy demand for air-travel service into Florida 
oceurs at a different time of year than does the heavy travel demand into the 
New England and far western areas. From the best information I have, it 
appears the peak of air-travel demand to Europe and Asia varies with the peak 
demand to Central and South America. Therefore, it would appear that the 
problem of meeting peak air-travel demands in various sections of the country 
is, more or less, the problem of making it possible for total available air-travel 
facilities to be utilized in the areas where the peak travel demand occurs during 
different times of the year. 

It is my information and belief that there is today in existence among the 
total domestic certificated airlines, sufficient aircraft, pilots, and personnel to 
meet the so-called seasonal air travel demands which now exist, if it were pos- 
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sible to concentrate them in the area where and when the peak demand occurs. 
For example, there are 3 airlines which are at present certificated to operate 
from the northeastern part of the United States into Florida (Eastern, National, 
and Northeast) and 2 which are certificated to operate from the Midwest into 
Florida (Delta and Eastern), yet there are other domestic certificated airlines 
which are not at the present time having to meet peak travel demands over their 
routes, and they have some aircraft and personnel which could be used on a 
temporary basis into the Florida area, thereby answering the demands of the 
traveling public and the demands of the State of Florida. 

This situation which exists with respect to Florida and the Caribbean area in 
the wintertime is reversed in the summer. For, in the summer, when the travel 
demands into and out of Florida are not at a maximum, they rise to a maximum 
into the northeast area (Maine, Vermont, etc.) and to the west (California, 
Wyoming, Washington, etc.), as well as to overseas points in Europe and Asia. 

Thus it would appear that a flexible system of certification which would permit 
the placing of maximum aircraft at the point where and when most needed would 
substantially meet the demands of the air traveling public. 

To say that the answer lies in requiring the present certificated airlines to 
obtain more equipment for use over their routes is, in my judgment, fallacious. 
As a matter of fact, as the planes get bigger, faster, and safer, indications are 
that the demands of the traveling public will grow proportionately. When it 
takes less time to travel between New York and Miami, for example, that fact 
alone will induce more people to make the trip. In addition, as new and faster 
aircraft become available, the old equipment wears out and has to be discarded. 
Also, the traveling public demands the newest, safest, and fastest equipment 
available. Hence, as an airline builds up its aircraft fleet with new and modern 
planes, there is at the same time a corollary loss of useful aircraft at the other 
end. For example, a few short years ago the DC-3 was the backbone of airline 
business. Today, they are almost nonexistent. 

As a matter of fact, it seems to me there is great danger in requiring the 
present certificated airlines to obtain sufficient aircraft to meet their maximum 
seasonal peak load. For example, if Eastern, National, and Northeast are re- 
quired to purchase the number of planes to meet the anticipated maximum travel 
needs from the North and West to the South at the height of the winter season, 
then obviously they would have aircraft which would not be filled and not eco- 
nomically used during the slack season of the year. To have an economic opera- 
tion for any of these airlines (and to keep them off subsidy paid for by the tax- 
payers), they should not be called upon to have the maximum number of planes, 
personnel, and pilots to meet the peak-season demands and then have them set- 
ting around unused in the off season. In order to avoid such an uneconomic 
operation (which is the only solution under the present rigid certification sys- 
tem), it would seem that the wisest course for the CAB would be to adopt a 
new flexible certification program. 

A flexible program could be operated on a practical basis, as follows: 

The CAB, recognizing the shortage of operating equipment and personnel for 
travel from the North and Midwest into Florida in the winter months, could 
certify for a period of 3 months or less one or more domestic airlines not now 
certificated to operate from the North and the Midwest into Florida during the 
height of the winter season. This, of course, while answering the needs of the 
traveling public, would, at the same time, make a more competitive situation for 
the airlines presently and permanently certificated to operate in and out of 
Florida, and they might contend it would lessen their revenue to some extent. 
However, in order to help those permanently certificated airlines who would 
have to share seasonal demands, a fair exchange could be worked out by the 
CAB by granting to them temporary or seasonal permits to operate in other areas 
of the United States during the height of the season in those other areas. This 
would permit the affected airlines each to operate with a greater maximum use 
of their aircraft, pilots, and personnel throughout the entire year, thereby making 
a more practical and economic operation. 

I have discussed the difficulties that might be encountered with respect to 
flexible certification of airlines and have been assured by those experienced in 
the field that the maintenance and operational problem could be easily solved. 

As a second suggestion, it would appear that the Board could consider the use 
of a supplemental carrier on a temporary basis into the area affected. Some of 
the presently operating noncertificated airlines have some modern equpiment 
which could meet all safety standards and other requirements of the CAA and 
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CAB with respect to aircraft and personnel. This presents a possibility and 
might be considered by the Board in their endeavors to answer the demands of 
the air traveling public. : 

Our population is growing at a tremendous rate. Since 1935, when the CAB 
came into existence, our population has grown by over 40 million, or an increase 
of 32.1 percent. The present birthrate is at the highest point in our history. In 
addition, it is becoming increasingly clear that the railroads are carrying a 
smaller percentage of the traveling public, and it is now indicated that the rail- 
roads would like to concentrate on the transportation of cargo rather than pas- 
sengers. These factors show clearly that the requirements of the traveling 
public have changed considerably since 1935. As we observe this development 
taking place, it becomes clear that the CAB must adopt new and far-reaching 
programs and policies to meet the demands of the traveling public. Since 1935 
there has been no major change in the thinking of the CAB. It is clear that 
the time has now come for a change, for vision and boldness on the part of the 
members of the CAB, if the Board is to serve in the future as an agency which 
facilitates and assists in the growth and development of air travel and thereby 
the growth of the Nation. Neither inflexible nor rigid programs now adhered 
to by the CAB, nor “standpatism” in thought, will meet the needs of the future. 
I, therefore, urge the Board’s serious consideration of the problem and suggested 
solutions, not only in the interests of Florida, but in the interests of the traveling 
public throughout the Nation. 

I believe it would be valuable if the members of the Board would discuss this 
matter with the members of the Aviation Subcommittee of the Senate, of which 
I am a member, at some date in March or April. For that reason, and in pur- 
suance of that thought, I am forwarding a copy of this letter to the chairman, 
Senator A. S. Mike Monroney, with the suggestion that he undertake such a 
meeting. 

Very truly yours, 
GEORGE SMATHERS, 
United States Senator. 


Senator Monroney. Are there any further witnesses to be heard on 
supplemental service ? 

(There was no response. ) 

Senator Monronry. We will stand adjourned, subject to further 
call. 

(Thereupon, at 11:55 a. m., the subcommittee was adjourned.) 

(The following information was subsequently submitted by ACTA 
representatives :) 

APRIL —, 1957. 
Hon. ANDREW F’. SCHOEPPEL, 
Senate Office Building, Washington, D. C0. 


DEAR SENATOR SCHOEPPEL: I appreciate the interest which you show in the 
members of the Aircoach Transport Association although I gather from some 
of the questions asked at the hearing on April 5, 1957, that you are not entirely 
familiar with the nature of the association. 

Our association is a nonprofit cooperative. During the past year, the associa- 
tion, acting as agent for its member carriers, accounted for $6,693,194 worth of 
transportation for the Department of Defense. This air transportation was pro- 
vided in charter service, which costs the Government 3.15 cents per passenger- 
mile, as compared with 4.56 cents per passenger-mile which the Government 
pays for transportation to other air carriers. As you can see, our services 
resulted in a considerable saving to the Government. 

The association engages in its military work, subject to exemptions granted 
to it by the Civil Aeronautics Board, and its bylaws and charter are subject 
to approval by the Board. The Board approved the agreement which provides 
for the establishment of the Aircoach Transport Association on March 2, 1951, 
for the purpose of permitting the association to represent its members before 
the branches and agencies of the United States Government, including the De- 
partment of Defense. 

The following numbered paragraphs are in specific reply to the numbered 
paragraphs contained in your letter of April 10, 1957. 








60 


SUPPLEMENTAL AIR SERVICE 


1. The name of each company which is now either an active or inactive 
member of ACTA, and the names of the officers of such companies are shown 
below. The information with respect to the officers of the companies is taken 
from the initial decision of the examiners in the Civil Aeronautics Board pro- 
ceeding, known as the Large Irregular Carrier Investigation, Docket No. 5132, 
except as the association’s records show to the contrary. 


Name of company 





Active members: 
Aviation apne, of Seattle, doing 
business as Westair Transport. | 
Central Air Transport 


Currey Air Transport, Ltd 


Name of officer } 


. 8, Holbert. .......... | 
. M. Thompson, Jr-_..-| 

| 
H. Mansfield. _.....-- | 
Fred Atkins.........---- 


serene 





Great Lakes Airlines, Inc 


Hemisphere Air Transport 
Regina Cargo Airlines, Inc 


8. S. W., Inc 





Trans American Airways, Inc.........-...-.. } 


Trans National Airlines, Inc 


| A. C, Martin. 


I. E. Hermann.......... | 
George Patterson. _____-- 
Alfred H. Hermann___-.. | 
Ida Mae H. Hermann. 

ae Freed Adelman... 


S. ‘E. a lige 
ap Le Baron 


Susan Nash............. 
Harold J. Feldman 


| Lucille M. Feldman- -__| 


Twentieth Century Airlines, Inc. ..........- 
eae | 
United States Overseas Airlines, Inc 


Weare Aire Be hc ce] 
Inactive members: | 
I I a a ae 


Ot TI ii check iste sine aacoukede 
Air Cargo Express, Inc 


Argonaut Airways, Inc...................... 


Blats' Airlines, Ines... 2.0 ess. .2e 2. 


California Air Charter, Inc 


Airline Transport Carriers, Inc_............. 
Coastal Commas Mies ss oo sos ens. ce 


Conner Air Lines, Inc__............. inode 
Continental Charters, Inc__.-.............-- | 


Johnson Flying Service..................-..- 
aie ae Os a ot ct iid 


Monarch Air Service, Inc................-.-. 


"J 
E 
= 
B 
- 
g 
= 
8 





Gordon J. McBride-_--_- 
James P. Niewkirk_____- 
Edw. McAndrews. - ..-- 
Helen Peterson _-_-- | 
Richard Simmons 
R. W. E. 
Ralph Cox, Jr | 


EE 


R. L. MeSweeney._.._-- 
Edward J. Daly 


i  .  ie | 


Mervin M. Dyer__.....- 
Thomas A. Waters 


A. G. Thompson, Jr___. 
Frank O’Connor__.____- 
Miss La Vada M. Ayers 
F. Alfred Blatz._........ 
Thomas F. Blatz__.....- 
i M. Blatz. 
. Spurgeon 
hrs. Elizabeth Spur- 





geon. 

Charles C, Sherman___.. 
Mrs. Edna K. Sherman_} 
L. H. Peterson._........ 
Herbert L. Wester. _._.. 
Pe EES 
William D. Freeman__.. 
Joseph P, Camilleri 
Robert R. Johnson 
Arthur Pritz- 
R. W. Duff 


Rose O’Carroll__..._...- | 


; R. Robinson -- ..---- 





L. A. Mobley.._....-.-.. 
Herbert Sussman 
Jonathan D. Dunn._...- 
Orville F. Jenkins, Jr--- 


Title 


President. 

Vice president, 
treasurer. 

Vice president. 

President. 

Secretary-treasurer, 

| President. 

| Executive vice president. 

Vice president, secretary- 
treasurer, 

President. 

Vice president. 

Vice president. 

Seeretary-treasurer. 

Owner. 

President. 

Secretary-treasurer. 

President. 

Vice president. 

Secretary -treasurer. 


secretary~- 


President. 
| Viee president. 


Secretary-treasurer. 
President. 

lst vice president. 
2d vice president. 


| Secretary-treasurer. 


President. 
Secretary -treasurer. 
President. 


Do. 
Executive vice president. 
Vice Lerencent. 


Secretary. 
President. 


Do. 
Vice president. 
Secretary. 
President. 

Do. 
Vice president. 
Secretary-treasurer. 
President. 
Vice president. 
Secretary-treasurer. 
President. 
Vice president. 
Secretary-treasurer. 
President. 
Secretary -treasurer. 


President. 
Secretary-treasurer. 
President. 

Vice president. 
President. 


Do. 
Vice president. 


| President. 


Secretary -treasurer. 
President and treasurer. 
Vice president. 
Secretary. 
Owner. 
Partner. 

Do. 

Do. 


| President. 


Vice president. 
Secretary -treasurer. 
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Name of company Name of officer Title 


Inactive members—Continued 





Sourdough Air Transport-.............-..-- | Anton R, Johansen..-..| Partner, 
| Mrs. Dorothy V. Do. 
| Johansen. 
Southern Air Transport, Inc__...........-..- F. ©. Moor... ..........| President. 
Stanley G. Williams_-_..| Secretary-treasurer. 
Standard Airways. ............-.--..--.--.-- Shields B.-Craft__......- | Partner. 
| Miss Natalie Y. Gray__. Do. 
Trans-Alaskan Airlines, Inc...........-.....| Vitti Buchin__.......... | President. 
Thomas M. Lucas_.....| Vice president. 
Irene Buchin_........... | Secretary-treasurer. 
United States Aircoach............-..--.---. Fritz Hutcheson ___- | Chief executive officer. 
Mrs, Ellen Pinney.__.._|. President. 
Mr. Arnold Dietz..__.-- Vice president. 
Morris Watson._......-- Secretary. 
Worldwide Airlines, Inc..................... Eric Pearson............ President. 
Henry Pearson..._-.-...- Vice president. 
Bh, Ce cccntance Secretary. 








2. In their initial decision the examiners in C. A. B. Docket No. 5132, referred 
to the North American group as including Twentieth Century Airlines, Trans 
National Airlines, Trans American Airways, and Hemisphere Air Transport. 
Each of these four companies is a member of the Aircoach Transport Association. 

3. No officer or director of ACTA has any business connections whatsoever 
with any of the companies named in paragraph 2 above. 

4. Currey Air Transport, Ltd., and Great Lakes Airlines, Inc., are members 
of ACTA. 

5. Mr. George Patterson, a vice president of Great Lakes Airlines, Inc., is 
presently a director of ACTA. 

6. Mr. Arthur Currey is the president of Currey Air Transport, Ltd. According 
to the initial decision in docket No. 5132, Mr. Currey is the owner of 51 of the 
100 shares of outstanding common stock of Currey Air Transport, Ltd. 

7. I am informed that Currey Flying Service was a flight school operated by 
Mr. Arthur Currey. I am also informed that an indictment was presented in 
connection with some matter at the flight school, but no trial has ever been had 
and, of course, a person is presumed to be innocent until proven guilty. 

8. Aero Finance Corp., Inc., and Peninsular Air Transport are inactive mem- 
bers of ACTA. 

9. Mr. H. B. Robinson was not chairman of the board of directors of ACTA in 
1954, but he was then a member of the board of directors. At that time he was a 
partner of Peninsular Air Transport. 

10. We know of no business relationship which either Mr. H. B. Robinson or 
his brother has with any member carrier of ACTA. Their only connection with 
ACTA is that of an inactive carrier. 

11. Mr. Amos Heacock headed the association during 1950-52, and he is called 
upon for advice and consultation when necessary. He has served as assistant 
to the president of ACTA. At this time he is back with his company in Seattle, 
and has no connection with ACTA except as the officer of any member carrier 
would have. Mr. Heacock is the general manager of Air Cargo Express, Inc. 

12. The present officers and directors of ACTA, the business address of each, 
and the names of the aviation companies with which they are associated are 
as follows: 


Officers : 
Ralph Cox, Jr., president, Box 234, Cape May County Airport, Wildwood, 
N. J., executive vice president, United States Overseas Airlines, Inc. 


S. E. Spicher, vice president, Hangar No. 13, Lockheed Air Terminal, Bur- 
bank, Calif., president, S. S. W., Inc. 


I. H. Mansfield, vice president, Box 40, Boeing Field, Seattle, Wash., viee 
president, Westair Transport. 

E. J. Averman, Jr., vice president, Box 675, Miami Springs, Fla., president, 
Regina Cargo Airlines, Inc. 

G. N. Astras, secretary-treasurer, 1328 I Street NW., Washington, D. C. 
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Directors : 

Ralph Cox, Jr., chairman of the board. 

I. H. Mansfield. 

E. J. Averman, Jr. 

(Business addresses and affiliations are shown above. ) 

Fred Atkins, Lockheed Air Terminal, Burbank, Calif., president, Central 
Air Transport, Inc. 

George Patterson, Lockheed Air Terminal, Burbank, Calif., vice president, 
Great Lakes Airlines, Inc. 


If you desire any further information with respect to the association, I shall 
be happy to supply it upon request. 
Sincerely yours, 


x 


Ratpxu Cox, Jr. 








